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DSG Development Support Group

DEC 613 ruiid3

December 2, 2013

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application Submittal
Select Specialty Hospital--North Knoxville
Knox County

Dear Mrs. Hill:

This letter transmits an original and two copies of the subject application. The affidavit
and filing fee are enclosed.

This project is to relocate an existing Long Term Acute Care Hospital within Knox
County. It does not propose to change the facility’s licensed bed complement, scope of
services, home county, service area, accessibility, ownership. or management. For those
reasons, the applicant respectfully requests that it be scheduled for consent calendar
review.

I am the contact person for this project. Byron Trauger is legal counsel. Please advise
me of any additional information you may need. We look forward to working with the
Agency on this project.

Respectfully,

on (el frra

an Wellborn
Consultant

4219 Hillsboro Road, Suite 203 Tel 615.665.2022
Nashville, TN 37215 jwdsg@comcast.net Fax 615.665.2042
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This the 26th day of November, 2013.
Estate of HARRY L. KENNEDY

PERSON&L REPRESENTATIVE(S)
!H!Ergtll

nrl

Knoxvllla, "N 37931 {

Roy L. Aaron

Attorney-at-Law

P.O. Box 8

Knoxville, TN 37931

Publish: 12/113 and 12/813

CERTIFICATE OF COMPLIANCE

Take notice that Jared W Jordan
1631 Courts Meadow Cove Col-
lierville, TN 38017 And David D
Stevens 1441 Nighthawk Pointe
Naples, FL 34105 has applied to
Farragut, TN for a Certificate of
Compliance and has or will ap-
ply Tennessee Alcoholic Bever-
age Commlssion at Nashville for
a retail Liquor License for a
store to be named Campbell Sta-
tion Wine & Spirits and to be lo-
cated at 707 North Campbell Sta-
tion Road Farragut, TN 37934
and owned by DSJJ, LLC 1631
Courts Meadow Cove Collier-
ville, TN 38017.

All Persons wishing to be heard
on the Certificate of Compliance
may personally, or through coun-
sel, submit their view in writing
at 11408 Municipal Center Drive,
Farragut, TN on December 12,
2013 at 7:00 PM.

The Tennessee Alcoholic Bever-
age Commission will consider
the ‘application at a date to be
he Tennessee Alcoholic
Bevergge Commission in Noash-
ville, Tennessee. Interested per-
sons may personally; or through

‘writing by the hearing date fn be

with | §ng this application or the laws
for 5
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SELECT SPECIALTY HOSPITAL--
NORTH KNOXVILLE

CERTIFICATE OF NEED APPLICATION
TO RELOCATE TO
NORTH KNOXVILLE MEDICAL CENTER
IN POWELL

Filed December 2013



PART A 3

1. Name of Facility, Agency, or Institution

Select Specialty Hospital--North Knoxville
p ty P

Name

North Knoxville Medical Center, Physicians Plaza B, 1*' (Middle) Floor
7557-B Dannaher Drive

Street or Route County
| Powell TN 37849
City State Zip Code

2. Contact Person Available for Responses to Questions

| John Wellborn Consultant
Name Title

| Development Support Group jwdsg@comecast.net
Company Name E-Mail Address

| 4219 Hillsboro Road, Suite 210 Nashville TN 37215
Street or Route City State Zip Code

| CON Consultant 615-665-2022 615-665-2042
Association With Owner Phone Number Fax Number

3. Owner of the Facility, Agency, or Institution

| Select Specialty Hospital--North Knoxville, Inc.

Name

[ 900 East Oak Hill Avenue, 4" Floor Knox
Street or Route County

| Knoxville TN 37917
City State Zip Code

4. Type of Ownership or Control (Check One)

F. Government (State of TN or
A. Sole Proprietorship Political Subdivision)
B. Partnership G. Joint Venture
C. Limited Partnership H. Limited Liability Company
D. Corporation (For-Profit) x | I. Other (Specify):
E. Corporation (Not-for-Profit)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS



5. Name of Management/Operating Entity (If Applicable) NA

l

Name
Street or Route County
City State Zip Code

6. Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease
B. Option to Purchase E. Other (Specify):
C. Lease of 10 Years X

7. Type of Institution (Check as appropriate—more than one may apply)

A. Hospital (Specify): LT Acute x | I. Nursing Home
B. Ambulatory Surgical Treatment
Center (ASTC) Multi-Specialty J. Outpatient Diagnostic Center
C. ASTC, Single Specialty K. Recuperation Center
D. Home Health Agency L. Rehabilitation Center
E. Hospice M. Residential Hospice
F. Mental Health Hospital N. Non-Residential Methadone
G. Mental Health Residential Faclity O. Birthing Center
H. Mental Retardation Institutional P. Other Outpatient Facility
Habilitation Facility (ICF/MR) (Specify):
Q. Other (Specify):

8. Purpose of Review (Check as appropriate—more than one may apply

G. Change in Bed Complement
Please underline the type of Change:
Increase, Decrease, Designation,

A. New Institution Distribution, Conversion, Relocation
B. Replacement/Existing Facility x | H. Change of Location X
C. Modification/Existing Facility I. Other (Specify):

D. Initiation of Health Care Service
as defined in TCA Sec 68-11-1607(4)
(Specify)

E. Discontinuance of OB Service

F. Acquisition of Equipment




9. Bed Complement Data

(Please indicate current and proposed distribution and certification of facility beds.)

Current
Licensed
Beds

CON
approved
beds
(not in
service)

Staffed
Beds

Beds
Proposed
(Change)

TOTAL
Beds at
Completion

. Medical

. Surgical

. Long Term Care Hosp.

33

33

33

. ICU/CCU

. Neonatal

. Pediatric

A
B
C
D. Obsetrical
E
F
G
H

. Adult Psychiatric

I. Geriatric Psychiatric

J. Child/Adolesc. Psych.

K. Rehabilitation

L. Nursing Facility
(non-Medicaid certified)

M. Nursing Facility Lev. 1
(Medicaid only)

N. Nursing Facility Lev. 2
(Medicare only)

O Nursing Facility Lev. 2
(dually certified for
Medicare & Medicaid)

P. ICF/MR

Q. Adult Chemical
Dependency

R. Child/Adolescent
Chemical Dependency

S. Swing Beds

T. Mental Health
Residential Treatment

U. Residential Hospice

TOTAL

33

33

33

10. Medicare Provider Number:
Certification Type:

442015
Acute Care Hospital, Long Term

11. Medicaid Provider Number:
Certification Type:

044215
Acute Care Hospital, Long Term

12. & 13. See page 4




A.12. IF THIS IS A NEW FACILITY, WILL CERTIFICATION BE SOUGHT
FOR MEDICARE AND/OR MEDICAID?

This is an existing long term acute care facility that is already contracted to both

Medicare and TennCare/Medicaid.

A.13. IDENTIFY ALL TENNCARE MANAGED CARE ORGANIZATIONS /
BEHAVIORAL HEALTH ORGANIZATIONS (MCO’S/BHO’S) OPERATING IN
THE PROPOSED SERVICE AREA. WILL THIS PROJECT INVOLVE THE
TREATMENT OF TENNCARE PARTICIPANTS? Yes IF THE RESPONSE TO
THIS ITEM IS YES, PLEASE IDENTIFY ALL MCO’S WITH WHICH THE
APPLICANT HAS CONTRACTED OR PLANS TO CONTRACT.

DISCUSS ANY OUT-OF-NETWORK RELATIONSHIPS IN PLACE WITH
MCO’S/BHO’S IN THE AREA.

The majority of long term acute care hospital (“LTACH”) admissions are
Medicare-age patients, some of whom are also Medicaid-eligible. During the 12 months
from November 2012 through October 2013, approximately 79.5% of gross charges were
billed to Medicare.

The applicant also contracts with the TennCare MCO’s listed below. During the
past twelve months approximately 5.8% of this hospital’s gross charges were billed to

Medicaid.

Table One: Current Contractual Relationships with Service Area MCO's

Available TennCare MCO’s Applicant’s Relationship
BlueCare contracted
United Community Healthcare Plan not contracted, but have pursued contract
(formerly AmeriChoice)
Select not contracted




SECTION B: PROJECT DESCRIPTION

B.I. PROVIDE A BRIEF EXECUTIVE SUMMARY OF THE PROJECT NOT TO
EXCEED TWO PAGES. TOPICS TO BE INCLUDED IN THE EXECUTIVE
SUMMARY ARE A BRIEF DESCRIPTION OF PROPOSED SERVICES AND
EQUIPMENT, OWNERSHIP STRUCTURE, SERVICE AREA, NEED,
EXISTING RESOURCES, PROJECT COST, FUNDING, FINANCIAL
FEASIBILITY AND STAFFING.

Proposed Services and Equipment

» The applicant, Select Specialty Hospital--North Knoxville, is a 33-bed Long Term
Acute Care Hospital ("LTACH"). That is a special category of small, Medicare-certified
hospitals. They admit primarily (but not only) vulnerable Medicare patients who need
prolonged inpatient acute care (25+ days), after discharge from an initial acute care stay
at a general hospital. They also contract with Medicaid. For example, at this hospital
almost 6% of the patient days provided in the past 12 months have been Medicaid days.

» This application proposes to relocate Select Specialty Hospital--North Knoxville within
Knox County. The hospital currently leases and licenses a fourth-floor unit of 33 beds in
Tennova Healthcare’s tertiary care hospital at 900 East Oak Hill Avenue (a former
Mercy/St. Mary’s facility). The applicant is proposing to move its licensed operation to
leased space in a medical office building on the campus of Tennova’s much newer North
Knoxville Medical Center in Powell. No change in ownership, licensee, licensed bed
complement, scope of services, or service area will occur. This is only a relocation of an
existing licensed facility within the same “host hospital” system, within the same county.

Ownership Structure

» The applicant facility is owned and operated by Select Specialty Hospital--North
Knoxville, Inc., a Missouri corporation. Its ultimate parent organization is Select Medical
Holdings Corporation, a Delaware public company traded on the New York Stock
Exchange.

+ The facility is self-managed. It has no management contract with its parent company.
The parent company provides certain support services to its hospitals, for which the
hospitals are billed as "management fees", but at Select that is a practical business term
and does not indicate a legal relationship other than normal parent-subsidiary ownership.

» The Select Specialty group of facilities is Tennessee’s largest provider of long term
acute care hospital (“LTACH”) services. Select owns and operates five of the seven
LTACH’s in Tennessee: one in Kingsport, two in Knoxville, one in Nashville, and one in
Memphis. All are on the campuses of urban medical centers that provide them with
ancillary and support services. (For example, the applicant’s sister facility in Knoxville
is on the Covenant/Fort Sanders campus). Attachment A.4 contains a list of Select’s
Tennessee facilities, and additional information on the national company.

Service Area

* The primary service area of the project consists of twelve counties surrounding
Knoxville: Knox, Sevier, Jefferson, Hamblen, Roane, Cocke, Blount, Loudon, Campbell,



Anderson, Scott, and Claiborne Counties. They contributed 86.4% of the applicant’s
admissions in the 12 months preceding the filing of this application.

Need

« The applicant currently leases and licenses a 33-bed unit on the fourth floor of Tennova
Healthcare’s tertiary hospital on East Oak Hill Avenue. Tennova has announced an
intention to seek CON approval to move most of this hospital’s beds and services to a
different location in Knox County. Select Specialty has identified an opportunity to
move immediately to Tennova’s newest campus in Powell, farther north in Knox County.
This is an excellent opportunity for Select Specialty, whether or not Tennova ever moves
its tertiary facility.

« At its current location, Select has only 5 private rooms in its total complement of 33
licensed beds. It must often use semi-private rooms as single rooms, to isolate infectious
patients or to separate patients of different genders. In periods of high demand, this can
result in deferred admissions of patients needing to transfer to Select from short-term
acute care hospitals. AIA design standards now recommend that hospitals have private
rooms; and this is also a standard of care now in this community. At the North Knoxville
facility, Select will have all private beds, enabling it to utilize its 33 beds more
completely and efficiently. At the new location, patient rooms will also be larger,
making it easier to serve ventilator and dialysis patients, and giving patients a more
comfortable experience in their weeks of care. This newer building will not have the
problems of temperature control, or water leakage problems around windows, that Select
currently experiences in its wing of the much older East Oak Hill Avenue building.

Existing Resources

» The only other LTACH in East Tennessee is the applicant’s sister hospital, located at
Covenant Health’s Fort Sanders campus. The closest other LTACH’s are in Chattanooga
(Hamilton County) in Southeast Tennessee, Kingsport (Sullivan County) in Upper East
Tennessee, and in Nashville (Davidson County) in Central Middle Tennessee--which are
more than an hour and a half drive from Knoxville.

Project Cost, Funding, Financial Feasibility, and Staffing

» The project cost for CON purposes, which includes the market value of the space being
leased, is estimated at $13,910,744. The actual capital cost, exclusive of leased space, is
estimated at $6,676,541.

+ The applicant will fund the project in cash, using a reserve fund held on its behalf at the
parent company.

+ The applicant’s facility currently operates with a positive margin, and will continue to
have a positive margin in its new location.

+ No new staff will be required by the relocation of the project.



B.IL PROVIDE A DETAILED NARRATIVE OF THE PROJECT BY
ADDRESSING THE FOLLOWING ITEMS AS THEY RELATE TO THE
PROPOSAL.

B.ILA. DESCRIBE THE CONSTRUCTION, MODIFICATION AND/OR
RENOVATION OF THE FACILITY (EXCLUSIVE OF MAJOR MEDICAL
EQUIPMENT COVERED BY T.C.A. 68-11-1601 ef seq.) INCLUDING SQUARE
FOOTAGE, MAJOR OPERATIONAL AREAS, ROOM CONFIGURATION,
ETC.

Tennova’s North Knoxville Medical Center has a 62-acre campus in the
unincorporated community of Powell, in northern Knox County. On that campus is a
medical office building (MOB) named Physician’s Plaza B. On the first (middle) floor of
that building, Select Specialty will lease a shelled-in area of approximately 23,624 usable
square feet (USF), for build-out as a licensed Long Term Acute Care Hospital (LTACH).
With use of common areas included, the lease will be for 25,701 rentable square feet
(RSF).

Knoxville, which currently is on the fourth floor of Tennova’s tertiary care hospital on

This LTACH will be the new location for Select Specialty Hospital--North

East Oak Hill Avenue in Knoxville, 8.2 miles to the south.

The LTACH will be an independently licensed long term acute care hospital,
with thirty-three (33) private patient rooms, supervised by two nursing stations. It will
have its own admitting, medical records, therapy, and pharmacy areas, dayrooms, a
family lounge, and appropriate support spaces. It will contract with the host hospital,
North Knoxville Medical Center, to provide its patients with laboratory, imaging,
surgery, dietary, and other services. Outside vendors may be contracted to provide

housekeeping/janitorial, dialysis, and certain other services.

Table Two-A: Summary of Construction and Changes in Size

Total Square Feet

Usable Square Feet in Space Being Leased 23,624 USF

Area of New Construction 0

Area of Shelled Space Build-out 23,624 USF

Rentable SF Including Common Area Use 25,701 RSF

Table Two-B: Construction Costs of This Project

Buildout/Renovation
Construction New Construction Total Project
Square Feet 23,624 0 23,624
Construction Cost $5,025,000 0 $5,025,000
Constr. Cost PSF $212.71 0 $212.71




If granted CON approval by the end of March, 2014, Select Specialty Hospital--
North Knoxville will open at the proposed location no later than January 1, 2015. It will
be licensed by the Board for Licensing Health Care Facilities as a 33-bed long term acute

care hospital. It will be open 24 hours daily, throughout the year.

The applicant, Select Specialty Hospital--North Knoxville, Inc., is a Missouri
corporation authorized to do business in Tennessee. It is wholly owned by Intensiva
Healthcare Corporation (incorporated in Delaware), which is wholly owned by Select
Medical Corporation (incorporated in Delaware), which is wholly owned by Select

Medical Holdings Corporation (a publicly traded Delaware corporation).

The estimated project cost for CON purposes--which includes the market value
of the MOB space being leased--is $13,910,744. However, the actual capital cost will be
$6,676,541. It will be funded in cash by the applicant, using a reserve fund held on its
behalf by the parent company.

APPLICANTS WITH HOSPITAL PROJECTS (CONSTRUCTION COST IN
EXCESS OF $5 MILLION) AND OTHER FACILITY PROJECTS
(CONSTRUCTION COST IN EXCESS OF $2 MILLION) SHOULD COMPLETE
THE SQUARE FOOTAGE AND COSTS PER SQUARE FOOTAGE CHART.

UTILIZING THE ATTACHED CHART, APPLICANTS WITH HOSPITAL
PROJECTS SHOULD COMPLETE PARTS A-E BY IDENTIFYING, AS
APPLICABLE, NURSING UNITS, ANCILLARY AREAS, AND SUPPORT
AREAS AFFECTED BY THIS PROJECT. PROVIDE THE LOCATION OF THE
UNIT/SERVICE WITHIN THE EXISTING FACILITY ALONG WITH
CURRENT SQUARE FOOTAGE, WHERE, IF ANY, THE UNIT/SERVICE WILL
RELOCATE TEMPORARILY DURING CONSTRUCTION AND
RENOVATION, AND THEN THE LOCATION OF THE UNIT/SERVICE WITH
PROPOSED SQUARE FOOTAGE. THE TOTAL COST PER SQUARE FOOT
SHOULD PROVIDE A BREAKOUT BETWEEN NEW CONSTRUCTION AND
RENOVATION COST PER SQUARE FOOT. OTHER FACILITY PROJECTS
NEED ONLY COMPLETE PARTS B-E.

See Attachment B.II.A for this chart.



PLEASE ALSO DISCUSS AND JUSTIFY THE COST PER SQUARE FOOT FOR
THIS PROJECT.

Hospital construction projects approved by the HSDA in 2010-12 projected the

following construction costs per SF:

Table Three: Hospital Construction Cost PSF
Years: 2010 — 2012

Renovated New Total
Construction Construction Construction
1* Quartile $99.12/sqft | $234.64/sq ft $167.99/sq ft
Median $177.60/sq ft | $259.66/sq t $235.00/sq ft
3" Quartile $249.00/sq ft | $307.80/sq ft $274.63/sq ft

Source: HSDA Registry, for approved CON applications 2010-2012,

Select Specialty’s estimated renovation cost for this project is approximately
$212.71 PSF. That is consistent with the Statewide costs shown above, which range from

$99.12 to $249 PSF for renovation.

IF THE PROJECT INVOLVES NONE OF THE ABOVE, DESCRIBE THE
DEVELOPMENT OF THE PROPOSAL.

Not applicable.

B.II.LB. IDENTIFY THE NUMBER AND TYPE OF BEDS INCREASED,
DECREASED, CONVERTED, RELOCATED, DESIGNATED, AND/OR
REDISTRIBUTED BY THIS APPLICATION. DESCRIBE THE REASONS FOR
CHANGE IN BED ALLOCATIONS AND DESCRIBE THE IMPACT THE BED
CHANGE WILL HAVE ON EXISTING SERVICES.

All thirty-three licensed acute care beds will be relocated in this project. The

licensed complement will not change.

Table Four: Proposed Changes in Assignment of Licensed Hospital Beds
Select Specialty Hospital--North Knoxville

Licensed /Assigned Beds Current Proposed
Total Licensed Beds 33 33
Long Term Acute Care 33 33




B.IL.C. AS THE APPLICANT, DESCRIBE YOUR NEED TO PROVIDE THE
FOLLOWING HEALTH CARE SERVICES (IF APPLICABLE TO THIS
APPLICATION):

1. ADULT PSYCHIATRIC SERVICES

2. ALCOHOL AND DRUG TREATMENT ADOLESCENTS >28 DAYS

3. BIRTHING CENTER

4. BURN UNITS

5. CARDIAC CATHETERIZATION SERVICES

6. CHILD AND ADOLESCENT PSYCHIATRIC SERVICES

7. EXTRACORPOREAL LITHOTRIPSY

8. HOME HEALTH SERVICES

9. HOSPICE SERVICES
10. RESIDENTIAL HOSPICE
11. ICF/MR SERVICES
12. LONG TERM CARE SERVICES.....

Not applicable.

B.ILD. DESCRIBE THE NEED TO CHANGE LOCATION OR REPLACE AN
EXISTING FACILITY.

The Tennova Healthcare System, which owns the hospital where Select currently
is located, has told Select that it will request CON approval to relocate most of the beds
and services at that hospital to another location in Knox County. In anticipation of that,
and to secure improved physical facilities at an acceptable lease cost, Select is proposing
to move to medical office bulding (MOB) space that is now available on Tennova’s
North Knoxville Medical Center campus in Powell, several miles north. To move
immediately will ensure Select Specialty Hospital--North Knoxville’s continued presence
in Knox County, and its continued relationships to Tennova and other hospitals in Knox
County. Prompt relocation is prudent, while there is space at the north Knoxville
campus. If most of its current host hospital moves away, it would not be feasible for an
LTACH to remain at a location that might not provide daily access to diagnostic imaging,

surgery, and specialist coverage and consultations.
The uncertainties about future availability of those support services are an

important motivation for this application. Yet, even if Tennova does not relocate most of

the host hospital, there are several advantages to Select’s proposed relocation.

10



First, it will give Select access to more private rooms. Currently, it has only 5
private beds--only 15% of its 33-bed complement. The new location would be 100%
private rooms. With more private beds, Select could fill more of its beds in times of peak
demand. At the present location, semiprivate rooms must often be restricted to single
occupancy in order to isolate infectious patients, or to separate patients of different
genders. When referring physicians at area hospitals need to discharge patients to the
Select facility, but find no beds available, this concerns them and concerns their patients’
families. It also concerns the discharging hospitals, who may have to hold patients longer

than appropriate while waiting for an LTACH bed to become available.

Second, the newer rooms that Select will create at the North Knoxville campus
will be larger than the ones at its current location. The patient beds will have more space
around them, making it more comfortable for staff and visitors to move within the room.
This is also beneficial for patients who need large equipment in the room--such as
dialysis patients and ventilator patients. And newer, more spacious rooms will be more
cheerful to patients who must occupy these beds for weeks at a time. Such larger, private
accommodations have become a standard of care in the community, and are
recommended by AIA design standards adopted by the Board for Licensing Health Care

Facilities (Tennessee Department of Health).

Third, the LTACH is now located on the top floor of the oldest wing of its host
hospital. The building has structural problems that allow rain to seep through ceilings and

windows, damaging plaster that must be frequently repaired, and increasing labor costs.

Fourth, it is difficult in this old hospital wing to adequately control heat and air
conditioning in patient rooms. Inability to closely regulate room temperature is not

optimal for the care of fragile patients.

The potential to improve operational efficiency and functionality at the new site,
combined with the obvious necessity to relocate from a facility that may well close in a

few years, make this a much-needed and very appropriate relocation project.

11



B.ILE. DESCRIBE THE ACQUISITION OF ANY ITEM OF MAJOR MEDICAL
EQUIPMENT (AS DEFINED BY THE AGENCY RULES AND THE STATUTE)
WHICH EXCEEDS A COST OF $1.5 MILLION; AND/OR IS A MAGNETIC
RESONANCE IMAGING SCANNER (MRI), POSITRON EMISSION
TOMOGRAPHY (PET) SCANNER, EXTRACORPOREAL LITHOTRIPTER
AND/OR LINEAR ACCELERATOR BY RESPONDING TO THE FOLLOWING:

1. For fixed site major medical equipment (not replacing existing
equipment):
a. Describe the new equipment, including:
1. Total Cost (As defined by Agency Rule);
2. Expected Useful Life;
3. List of clinical applications to be provided; and
4. Documentation of FDA approval.
b. Provide current and proposed schedule of operations.
2. For mobile major medical equipment:
a. List all sites that will be served;
b. Provide current and/or proposed schedule of operations;
¢. Provide the lease or contract cost;
d. Provide the fair market value of the equipment; and
e. List the owner for the equipment.
3. Indicate applicant’s legal interest in equipment (e.g., purchase, lease, etc.)
In the case of equipment purchase, include a quote and/or proposal from an
equipment vendor, or in the case of an equipment lease provide a draft lease
or contract that at least includes the term of the lease and the anticipated
lease payments.

Not applicable. The project contains no major medical equipment.

B.III.LA. ATTACH A COPY OF THE PLOT PLAN OF THE SITE ON AN 8-1/2” X
11” SHEET OF WHITE PAPER WHICH MUST INCLUDE:
1. SIZE OF SITE (IN ACRES);
2. LOCATION OF STRUCTURE ON THE SITE;
3. LOCATION OF THE PROPOSED CONSTRUCTION; AND
4. NAMES OF STREETS, ROADS OR HIGHWAYS THAT CROSS OR
BORDER THE SITE.

PLEASE NOTE THAT THE DRAWINGS DO NOT NEED TO BE DRAWN TO
SCALE. PLOT PLANS ARE REQUIRED FOR ALL PROJECTS.

See Attachment B.IIT.A.
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B.IILLB.1. DESCRIBE THE RELATIONSHIP OF THE SITE TO PUBLIC
TRANSPORTATION ROUTES, IF ANY, AND TO ANY HIGHWAY OR MAJOR
ROAD DEVELOPMENTS IN THE AREA. DESCRIBE THE ACCESSIBILITY
OF THE PROPOSED SITE TO PATIENTS/CLIENTS.

The site is within % of a mile of Exit 112 on I-75, north of downtown Knoxville.
It is on the campus of North Knoxville Medical Center, a well-known hospital in the area.
The interstate provides rapid access to residents of the entire primary service area. Table
Five below shows that the new site is within 60 minutes’ drive of the principal
communities in all eleven of the primary service area counties around Knox County. The
unweighted average drive time from those communities to the proposed site is 2 minutes
longer than to Select’s current location. But this is not significant, because the great
majority of patients admitted to Select Specialty Hospitals are transported directly from
acute care hospitals in Knox County itself, not from their county of residence. In January
through October of CY2013, approximately 84.5% of this LTACH’s admissions were
transported directly from a Knox County general hospital. For family members visiting
patients, drive time can be a significant issue; but fortunately the difference in this

situation (two minutes) will be negligible.

Table Five: Mileage and Drive Times
From Select Specialty Hospital--North Knoxville’s Current and Proposed Sites
to Major Communities in the Primary Service Area Outside of Knox County

To Proposed Site To Current Site

County City Miles Minutes Miles Minutes
Anderson | Oak Ridge 19.4 31 26.4 31
Blount Maryville 25.0 34 19.6 28
Campbell | LaFollette 31.3 35 38.3 43
Claiborne | Tazewell 41.4 58 43.5 62
Cocke Newport 55.3 57 48.2 50
Hamblen | Morristown 55.0 58 47.9 52
Jefferson | Jefferson City 35.4 46 28.3 39
Loudon Loudon 39.8 48 36.5 44
Roane Kingston 41.3 42 38.0 38
Scott Oneida 53.4 60 60.3 67
Sevier Sevierville 35.8 44 28.7 37
Unweighted Average Time 46.6 min. 44.6 min.

Source: Google Maps, 11-21-13
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B.IV. ATTACH A FLOOR PLAN DRAWING FOR THE FACILITY WHICH
INCLUDES PATIENT CARE ROOMS (NOTING PRIVATE OR SEMI-
PRIVATE), ANCILLARY AREAS, EQUIPMENT AREAS, ETC.

See attachment B.IV.

IV. FOR A HOME CARE ORGANIZATION, IDENTIFY

EXISTING SERVICE AREA (BY COUNTY);
PROPOSED SERVICE AREA (BY COUNTY);

A PARENT OR PRIMARY SERVICE PROVIDER;
EXISTING BRANCHES AND/OR SUB-UNITS; AND
PROPOSED BRANCHES AND/OR SUBUNITS.

N SR o=

Not applicable. The application is not for a home care organization.
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C(I) NEED

C(I).1. DESCRIBE THE RELATIONSHIP OF THIS PROPOSAL TO THE
IMPLEMENTATION OF THE STATE HEALTH PLAN AND TENNESSEE’S
HEALTH: GUIDELINES FOR GROWTH.

A. PLEASE PROVIDE A RESPONSE TO EACH CRITERION AND
STANDARD IN CON CATEGORIES THAT ARE APPLICABLE TO THE
PROPOSED PROJECT. DO NOT PROVIDE RESPONSES TO GENERAL
CRITERIA AND STANDARDS (PAGES 6-9) HERE.

B. APPLICATIONS THAT INCLUDE A CHANGE OF SITE FOR A
HEALTH CARE INSTITUTION, PROVIDE A RESPONSE TO GENERAL
CRITERION AND STANDARDS (4)(a-c).

Project-Specific Review Criteria: Construction, Renovation, Expansion, and
Replacement of Health Care Institutions

1. Any project that includes the addition of beds, services, or medical equipment
will be reviewed under the standards for those specific activities.

Not applicable. The proposed relocation will not change this hospital’s scope of

services or its licensed bed complement or bed assignment.

2. For relocation or replacement of an existing licensed healthcare institution:

a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and weaknesses of each
alternative.

Not applicable. The applicant does not own its current premises on East Oak Hill
Avenue. It leases it from another licensed hospital, a “host” hospital, which plans to
vacate most of the East Oak Hill Avenue facility after obtaining CON approval to

relocate most of its acute care beds and services to another location in Knox County.
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b. The applicant should demonstrate that there is an acceptable existing or
projected future demand for the proposed project.

The applicant and its affiliated facility Select Specialty Hospital--Knoxville are
the only two LTACH’s in the Knoxville region. They are affiliated with the two largest

hospital systems in the region: Tennova, the former Mercy system; and Covenant Health.

The two LTACH’s currently operate 33 and 35 beds, respectively, which are
utilized routinely at between 70% and 80% occupancy. The North facility, which
proposes this relocation, has averaged approximately 77% occupancy over the past two
years, and is averaging almost 78% occupancy this year. So there is a clear present and

future demand for the project.

3. For renovation or expansion of an existing licensed healthcare institution:
a. The applicant should demonstrate that there is an acceptable existing
demand for the proposed project.

Not applicable.

b. The applicant should demonstrate that the existing physical plant’s
condition warrants major renovation or expansion.

Not applicable.

General Criteria for Change of Site

(These may not be applicable to this situation, which involves an existing rather than a
proposed new institution, but the following responses are offered.)

(4) Applications for Change of Site. When considering a certificate of need
application which is limited to a request for a change of site for a proposed new
health care institution, the Agency may consider, in addition to the foregoing
factors, the following factors:

(a) Need. The applicant should show the proposed new site will serve the health
care needs in the area to be served at least as well as the original site. The applicant
should show that there is some significant legal, financial, or practical need to
change the proposed site.
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The practical reason to relocate this hospital is that the applicant’s landlord and
host hospital has indicated a desire to close most of its services on East Oak Hill Avenue
where the applicant currently leases space. If that occurs, it is not clear whether Select
will continue to have 24/7 availability of on-site ancillary support services that are
essential for long term acute care patients. So rather than take that risk, Select prefers to
move immediately, while there is an excellent alternative space available on Tennova’s
Powell campus, in an MOB connected to a relatively new full-service general hospital

that will offer 24/7 ancillary support services indefinitely.

(b) Economic Factors. The applicant should show that the proposed new site
would be at least as economically beneficial to the population to be served as the
original site.

There is no significant travel time difference between the new site and the old
site, for persons driving in from primary service area counties surrounding Knoxville.
See Table Five and the related discussion, above. The proposed change of location for

the LTACH will not raise accessibility issues or any other type of economic issue.

(¢) Contribution to the orderly development of health care facilities and/or
services. The applicant should address any potential delays that would be caused by
the proposed change of site, and show that any such delays are outweighed by the
benefit that will be gained from the change of site by the population to be served.

No such delays can be identified. The MOB space proposed as the new LTACH
location is shelled space. It is immediately available to lease and build out as a long term
acute care hospital. The terms of the lease have been negotiated and the lease will be

executed conditional on obtaining CON approval.
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The Framework for Tennessee’s Comprehensive State Health
Plan
Five Principles for Achieving Better Health

The following Five Principles for Achieving Better Health serve as the basic framework
for the State Health Plan. After each principle, the applicant states how this CON
application supports the principle, if applicable.

1L Healthy Lives

The purpose of the State Health Plan is to improve the health of Tennesseans.

Every person’s health is the result of the interaction of individual behaviors, society,
the environment, economic factors, and our genetic endowment. The State Health
Plan serves to facilitate the collaboration of organizations and their ideas to help
address health at these many levels.

The eastern part of Tennessee has three distinct acute care regions--Upper East
Tennessee centered on Tri-Cities, Southeast Tennessee centered on Chattanooga, and
East Tennessee centered on Knoxville. Select Specialty Hospital--North Knoxville is
one of only two LTACH facilities in the entire East Tennessee region. These two
LTACH’s play an important role in working with the region’s short-term acute care
hospitals. The LTACH’s relieve general hospitals of the financial burden of providing
weeks of costly, uncompensated care to hundreds of fragile patients who need acute care
for many more days than the DRG system was designed to pay for. Collaboration with
short term hospitals, to reduce costs of overall hospital care, requires available beds at the
LTACH which is chosen by the patient and the discharging physician. This project
supports that collaboration and supports this criterion of the State Health Plan. By
increasing Select’s private bed accommodations and its patient room sizes, without

increasing its total bed license, the project will provide care in a more efficient, attractive,

and functional setting.

2. Access to Care

Every citizen should have reasonable access to health care.

Many elements impact one’s access to health care, including existing health status,
employment, income, geography, and culture. The State Health Plan can provide
standards for reasonable access, offer policy direction to improve access, and serve a
coordinating role to expand health care access.

The project does not diminish either the physical or the financial accessibility of

this established provider.

18



3. Economic Efficiencies

The state's health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies and the
continued development of the state's health care system. The State Health Plan should
work to identify opportunities to improve the efficiency of the state’s health care
system and to encourage innovation and competition.

The project will increase the efficiency of this LTACH’s operation by increasing
its private room mix from 15% (5 beds) to 100% (33 beds). This will allow all beds to be
available for admission without regard to issues of patient cross-infection or the need to

separate patients of different gender. In periods of peak demand this will be helpful to

patients needing to be discharged to Select from area general hospitals.

4. Quality of Care

Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers. Health care
providers are held to certain professional standards by the state’s licensure system.
Many health care stakeholders are working to improve their quality of care through
adoption of best practices and data-driven evaluation.

Select Specialty Hospital--North Knoxville complies with quality standards of
State licensure and the Joint Commission. Also, by providing acute patients with private

beds, this facility will be moving into compliance with AIA recommendations as well as

community expectations, and will be lessening the risk of cross-infections.

St Health Care Workforce

The state should support the development, recruitment, and retention of a sufficient
and quality health care workforce. The state should consider developing a
comprehensive approach to ensure the existence of a sufficient, qualified health care
workforce, taking into account issues regarding the number of providers at all levels
and in all specialty and focus areas, the number of professionals in teaching
positions, the capacity of medical, nursing, allied health and other educational
institutions, state and federal laws and regulations impacting capacity programs,
and funding.

Select Specialty Hospital--North Knoxville contributes to the education of health
care professionals by its affiliations for training students in programs at several colleges

and universities in Tennessee. See Section C.III. (6) of this application.

C(I@).2. DESCRIBE THE RELATIONSHIP OF THIS PROJECT TO THE
APPLICANT’S LONG-RANGE DEVELOPMENT PLANS, IF ANY.

This facility does not prepare formal long-range development plans.
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C().3. IDENTIFY THE PROPOSED SERVICE AREA AND JUSTIFY THE
REASONABLENESS OF THAT PROPOSED AREA. SUBMIT A COUNTY-
LEVEL MAP INCLUDING THE STATE OF TENNESSEE CLEARLY MARKED
TO REFLECT THE SERVICE AREA. PLEASE SUBMIT THE MAP ON A 8-
12”7 X 117 SHEET OF WHITE PAPER MARKED ONLY WITH INK
DETECTABLE BY A STANDARD PHOTOCOPIER (I.E., NO HIGHLIGHTERS,
PENCILS, ETC.).

Select Specialty Hospital--North Knoxville serves a wide region of counties
around Knoxville. In the twelve months preceding the filing of this application, the
facility admitted patients from 20 Tennessee counties and two other States.
Approximately 86.4% of its admissions came from twelve counties surrounding
Knoxville: Knox, Sevier, Jefferson, Hamblen, Roane, Cocke, Blount, Loudon, Campbell,

Anderson, Scott, and Claiborne Counties.

The applicant believes that this group of counties will continue to be its primary
service area. Table Six on the following page shows the admissions received this year
from each of them and from the secondary service area, and uses the same percentages to
project admissions for CY2015 and CY2016 at the proposed location at Tennova’s North

Knoxville Medical Center.

A service area map and a map showing the location of the service within the

State of Tennessee are provided as Attachments C, Need--3 at the back of the application.
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Table Six: Patient Origin Projection
Select Specialty Hospital--North Knoxville
CY2015-CY2016
Cumulative
Admissions | Percent of | Percent of || Year One Year Two
Nov 2012 to Total Total CY2015 CY2016
County Oct 2013 |Admissions|Admissions| Admissions |Admissions
Primary Service Area (PSA) Counties
Knox 133 36.04% 36.04% 138.8 140.2
Sevier 30 8.13% 44.17% 31.3 31.6
Jefferson 24 6.50% 50.68% 25.0 25.3|
Hamblen 18 4.88% 55.56% 18.8 19.0|
Roane 18 4.88% 60.43% 18.8 19.0
Cocke 17 4.61% 65.04% 17.7 17.9
Blount 16 4.34% 69.38% 16.7 16.9
Loudon 16 4.34% 73.71% 16.7 16.9
Campbell 15 4.07% 77.78% 15.7 15.8
Anderson 14 3.79% 81.57% 14.6 14.8
Scott 10 2.71% 84.28% 10.4 10.5
Claiborne 8 2.17% 86.45% 8.3 8.4
PSA Subtotal 319 86.45% 332.8 336.3
Secondary Service Area (SSA) Counties and States
8 Other TN Counties 45 12.20% 86.45% 47.0 47 .4
2 Other States 5 1.36% 87.80% 5.2 5.3
SSA Subtotal 50 13.55% 52.2 52.7
Grand Total 369 100.00% 100.00% 385.0 389.0

Source: Hospital records and management projections.
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C(M).4.A DESCRIBE THE DEMOGRAPHICS OF THE POPULATION TO BE
SERVED BY THIS PROPOSAL.

Please see Table Seven on the following page. The primary service area
population exceeds one million persons--almost 17% of the total State population. It is

increasing faster than the State population--4.2% vs. 3.7% Statewide.

This LTACH facility is focused more on the elderly 65+ patient than are most
hospitals. The number of elderly residents in the primary service area will increase
13.8% between now and CY2017, while the Statewide increase for that age cohort will be
12.8%. The elderly population will reach 18.2% of the total population by CY2017--
higher than the projected Statewide average of 15.8%.

Although Knox, Anderson, and Blount Counties have median incomes higher
than the State average, the primary service area as a whole has a lower median income
($39,650) than the State ($43,939). The area has a lower percentage of the population
enrolled in TennCare (17% vs. 18.3% for the State); but a slightly higher percentage of
service area population has incomes below the poverty level (17.2% vs. 16.9%

Statewide).
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C().4.B. DESCRIBE THE SPECIAL NEEDS OF THE SERVICE AREA
POPULATION, INCLUDING HEALTH DISPARITIES, THE ACCESSIBILITY
TO CONSUMERS, PARTICULARLY THE ELDERLY, WOMEN, RACIAL AND
ETHNIC MINORITIES, AND LOW-INCOME GROUPS. DOCUMENT HOW
THE BUSINESS PLANS OF THE FACILITY WILL TAKE INTO
CONSIDERATION THE SPECIAL NEEDS OF THE SERVICE AREA
POPULATION.

The service area population does not seem to have special care needs differing
from those in other areas of Tennessee. Of all patients discharged from short term acute
care hospital stays, there are always a small number who do not thrive. They require
prolonged additional acute care--which is provided with Medicare’s approval in a "long
term" acute care hospital, or “LTACH”. Their stays in LTACH’s average between three
and four weeks, in accordance with Medicare expectations. The great majority (4 out of
5) are elderly, vulnerable, Medicare patients. This facility has served these patients for
years, and seeks to continue serving them at a location that is more modern and

comfortable, and more efficient to operate.

C(I).5. DESCRIBE THE EXISTING OR CERTIFIED SERVICES, INCLUDING
APPROVED BUT UNIMPLEMENTED CON’S, OF SIMILAR INSTITUTIONS IN
THE SERVICE AREA. INCLUDE UTILIZATION AND/OR OCCUPANCY
TRENDS FOR EACH OF THE MOST RECENT THREE YEARS OF DATA
AVAILABLE FOR THIS TYPE OF PROJECT. BE CERTAIN TO LIST EACH
INSTITUTION AND ITS UTILIZATION AND/OR OCCUPANCY
INDIVIDUALLY. INPATIENT BED PROJECTS MUST INCLUDE THE
FOLLOWING DATA: ADMISSIONS OR DISCHARGES, PATIENT DAYS, AND
OCCUPANCY. OTHER PROJECTS SHOULD USE THE MOST
APPROPRIATE MEASURES, E.G., CASES, PROCEDURES, VISITS,
ADMISSIONS, ETC.

Table Eight on the following page shows the utilization of both LTACH’s in the
primary service area, as reported in Joint Annual Reports for 2010-2012. Both are Select
Specialty facilities. It also provides annualized utilization of both facilities in 2013,
based on their utilization during the first ten months of 2013. For the past several years,
the two facilities have operated at a combined occupancy of approximately 75% to 78%.
For very small units with a high percentage of semi-private rooms, this is very good

occupancy.
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Table Eight : Long Term Acute Care Bed Utilization in Primary Service Area

2010-2013 Annualized

2010 Joint Annual Reports of Hos

itals

Avg Length | Avg Daily | Occupancy
State Licensed of Stay Census |on Licensed
1D Facility Name County Beds Admissions Days {Days) (Patients) Beds
47752 ||Select Specialty Hospital--Knoxville Knox 35 385 9,620 25 26 75.3%
47762 |ISelect Specialty Hospital-North Knoxville Knox 33 346 8,905 26 24 73.9%
SERVICE AREA TOTALS 68 731 18,525 25 51 74.6%
2011 Joint Annual Reports of Hospitals
Avg Length | Avg Daily | Occupancy
State Licensed of Stay Census |on Licensed
1D Facility Name County Beds Admissions Days (Days) (Patients) Beds
47752 |[Select Specialty Hospital--Knoxville Knox 35 376 9,709 26 27 76.0%
47762 ||Select Specialty Hospital-North Knoxville Knox 33 355 9,222 28 25 76.6%]|
SERVICE AREA TOTALS 68 731 18,931 26 52 76.3%
2012 Joint Annual Reports of Hospitals (Provisional)
Avg Length | Avg Daily | Occupancy
State Licensed of Stay Census |on Licensed
1D Facility Name County Beds Admissions Days (Days) (Patients) Beds
47752 ||Select Specialty Hospital--Knoxville Knox 35 418 10,153 24 28 79.5%|
47762 ||Select Specialty Hospital-Narth Knoxville Knox 33 354 9,127 26 25 75.8%
SERVICE AREA TOTALS 68 772 19,280 25 53 77.7%|
2013 Select Specialty Hospital Utilization Annualized from Jan-Oct Data
Avg Length | Avg Daily | Occupancy
State Licensed of Stay Census |on Licensed
1D Facility Name County Beds Admissions Days (Days) (Patients) Beds
47752 ||Select Specialty Hospital--Knoxville Knox 35 412 9,850 24 27 77.1%
47762 ||Select Speciaity Hospital-North Knoxville Knox 33 381 9,447 25 26 78.4%
SERVICE AREA TOTALS 68 793 19,297 24 53 77.7%
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C(@).6. PROVIDE APPLICABLE UTILIZATION AND/OR OCCUPANCY
STATISTICS FOR YOUR INSTITUTION FOR EACH OF THE PAST THREE (3)
YEARS AND THE PROJECTED ANNUAL UTILIZATION FOR EACH OF THE
TWO (2) YEARS FOLLOWING COMPLETION OF THE PROJECT.
ADDITIONALLY, PROVIDE THE DETAILS REGARDING THE
METHODOLOGY USED TO PROJECT UTILIZATION. THE
METHODOLOGY MUST INCLUDE DETAILED CALCULATIONS OR
DOCUMENTATION FROM REFERRAL SOURCES, AND IDENTIFICATION
OF ALL ASSUMPTIONS.

Table Nine: Historical and Projected Utilization
Select Specialty Hospital--North Knoxville
CY2010-CY2016

Average | Patient Average
Patient Daily Days of Annual
Year Beds | Admissions Days Census | Capacity | Occupancy

CY2010 33 346 8,905 24.4 12,045 73.9%
CY2011 33 355 9,222 25.3 12,045 76.6%
CY2012 33 354 9,127 25.0 12,045 75.8%
Annualized
CY2013 33 381 9,447 25.9 12,045 78.4%
Projected
CY2014 33 381 9,447 25.9 12,045 78.4%
Projected Yr 1
CY2015 33 385 9,548 26.2 12,045 79.3%
Projected Yr 2
CY2016 33 389 9,647 26.4 12,045 80.1%

Source: Hospital management.

CY2013 admissions and patient days were annualized on the basis of January-
October 2013 admissions and patient days. CY2014 utilization, at the current location,
was projected to remain level with CY2013 utilization. CY2015 and CY2016 will be
Select’s first two years at the new location. For each of those two years, admissions were
increased over the prior year by 1%. That is in recognition of the all-private bed
facility’s ability to accept more peak period admissions than the present facility can
accept in peak periods. This modest projected growth in admissions will increase
average daily census by only 0.5 patients from CY2013 to CY2016. However, on such a
very small bed complement (33 beds), that will increase average annual occupancy to

approximately 80%.
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CdN1. PROVIDE THE COST OF THE PROJECT BY COMPLETING THE
PROJECT COSTS CHART ON THE FOLLOWING PAGE. JUSTIFY THE
COST OF THE PROJECT.

+ ALL PROJECTS SHOULD HAVE A PROJECT COST OF AT LEAST
$3,000 ON LINE F (MINIMUM CON FILING FEE). CON FILING FEE SHOULD
BE CALCULATED ON LINE D.

« THE COST OF ANY LEASE (BUILDING, LAND, AND/OR
EQUIPMENT) SHOULD BE BASED ON FAIR MARKET VALUE OR THE
TOTAL AMOUNT OF THE LEASE PAYMENTS OVER THE INITIAL TERM
OF THE LEASE, WHICHEVER IS GREATER. NOTE: THIS APPLIES TO ALL
EQUIPMENT LEASES INCLUDING BY PROCEDURE OR “PER CLICK”
ARRANGEMENTS. THE METHODOLOGY USED TO DETERMINE THE
TOTAL LEASE COST FOR A “PER CLICK” ARRANGEMENT MUST
INCLUDE, AT A MINIMUM, THE PROJECTED PROCEDURES, THE “PER
CLICK” RATE AND THE TERM OF THE LEASE.

o« THE COST FOR FIXED AND MOVEABLE EQUIPMENT INCLUDES,
BUT IS NOT NECESSARILY LIMITED TO, MAINTENANCE AGREEMENTS
COVERING THE EXPECTED USEFUL LIFE OF THE EQUIPMENT;
FEDERAL, STATE, AND LOCAL TAXES AND OTHER GOVERNMENT
ASSESSMENTS; AND INSTALLATION CHARGES, EXCLUDING CAPITAL
EXPENDITURES FOR PHYSICAL PLANT RENOVATION OR IN-WALL
SHIELDING, WHICH SHOULD BE INCLUDED UNDER CONSTRUCTION
COSTS OR INCORPORATED IN A FACILITY LEASE.

. FOR PROJECTS THAT INCLUDE NEW CONSTRUCTION,
MODIFICATION, AND/OR RENOVATION; DOCUMENTATION MUST BE

PROVIDED FROM A CONTRACTOR AND/OR ARCHITECT THAT SUPPORT
THE ESTIMATED CONSTRUCTION COSTS.

The architect’s letter supporting the construction cost estimate is provided in

Attachment C, Economic Feasibility--1.

On the Project Costs Chart, following this response:

Line A.1, A&E fees, were estimated by Select Medical Corporation’s

development staff at 7% of construction costs (in line AS5).

Line A.2, legal, administrative, and consultant fees, are an approximation based

on Select Medical Corporation’s experience with similar projects.
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Line A.5, construction cost, was estimated by Select Medical Corporation’s

development staff, and reviewed and validated by the project architect.

Line A.6, contingency, was estimated by Select Medical Corporation’s

development staff at 8% of construction costs in line A.5.

Line A.7 includes both fixed and moveable equipment costs, estimated by Select
Medical Corporation’s development staff. There is no unit of clinical equipment

exceeding $50,000 in capital cost.

Line B.1 is the fair market value of the facility being leased, calculated in the two
alternative ways required by HSDA rules. The “leasehold value” method was the larger

of these two alternative calculations and was used in the Project Cost Chart.

Lease Qutlay Method:
25,701 RSF (rentable SF) X $21.97 PRSF in lease year one, increasing at 3% per

year in lease years two through ten = a total lease outlay of $6,473,090.57.

Leasehold Value Method:
25,701 RSF leased / 77,449 GSF total building X $21,800,000 recent building

sale price, = $7,234,203.15 pro rata value of the space to be leased.

Line C.1, interim financing, has no entry because no construction financing will
be required. The applicant will use its cash reserves to pay development costs as they

come due.
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PROJECT COSTS CHART— SELECT SPECIALTY HOSPITAL NORTH KNOXVILLE

Construction and equipment acquired by purchase:

Architectural and Engineering Fees 7% of A5 $
Legal, Administrative, Consultant Fees (Excl CON Filing)
Acquisition of Site

Preparation of Site

Construction Cost 23,624 USF X $212.71 PSF

Contingency Fund 8% ofAS

Fixed Equipment (Not included in Construction Contract)
Moveable Equipment (List all equipment over $50,000)

Other (Specify)

g2 60 NIl Camcal S=uiCh] [0 =3

Acquisition by gift, donation, or lease:

Facility (inclusive of building and land) FMV of leasehold
Building only

Land only
Equipment (Specify)
Other (Specify)

bW =

Financing Costs and Fees:

Interim Financing

Underwriting Costs

Reserve for One Year's Debt Service
Other (Specify)

g goanol o8

Estimated Project Cost
(A+B+C)

CON Filing Fee

Total Estimated Project Cost (D+E) TOTAL $

Actual Capital Cost
Section B FMV
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351,750

50,000

0

0

5,025,000

402,000

666,562

150,000

0

7,234,203

ol (o) (o] (o}

O|O0|0|0

13,879,515

31,229

13,910,744

6,676,541
7,234,203



C(I).2. IDENTIFY THE FUNDING SOURCES FOR THIS PROJECT.

a. PLEASE CHECK THE APPLICABLE ITEM(S) BELOW AND BRIEFLY
SUMMARIZE HOW THE PROJECT WILL BE FINANCED.
(DOCUMENTATION FOR THE TYPE OF FUNDING MUST BE INSERTED AT
THE END OF THE APPLICATION, IN THE CORRECT ALPHANUMERIC
ORDER AND IDENTIFIED AS ATTACHMENT C, ECONOMIC FEASIBILITY--
2).

A. Commercial Loan--Letter from lending institution or guarantor stating
favorable initial contact, proposed loan amount, expected interest rates, anticipated
term of the loan, and any restrictions or conditions;

B. Tax-Exempt Bonds--copy of preliminary resolution or a letter from the
issuing authority, stating favorable contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

C. General Obligation Bonds--Copy of resolution from issuing authority or
minutes from the appropriate meeting;

D. Grants--Notification of Intent form for grant application or notice of grant
award;

_x_ E. Cash Reserves-Appropriate documentation from Chief Financial
Officer; or

F. Other--Identify and document funding from all sources.

The applicant has sufficient cash in reserve to pay the $6,676,541 capital costs
required to implement the project. The hospital’s balance sheet in Attachment C,
Economic Feasibility--2 has a line item of $9,878,274 under “Affiliates”. This is a
reserve account held for this specific hospital by the parent company. It is available to

the applicant for this authorized project.

Documentation of the hospital’s commitment to fund and implement the project,

using this reserve account, is provided in Attachment C, Economic Feasibility--2.
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C(I).3. DISCUSS AND DOCUMENT THE REASONABLENESS OF THE
PROPOSED PROJECT COSTS. IF APPLICABLE, COMPARE THE COST PER
SQUARE FOOT OF CONSTRUCTION TO SIMILAR PROJECTS RECENTLY
APPROVED BY THE HSDA.

The justification of costs was provided in an earlier section, which is repeated
here:

Hospital construction projects approved by the HSDA in 2010-12 projected the

following construction costs per SF:

Table Three: Hospital Construction Cost PSF
Years: 2010 — 2012

Renovated New Total
Construction Construction Construction
1* Quartile $99.12/sq ft $234.64/sq ft $167.99/sq ft
Median $177.60/sq ft | $259.66/sq ft $235.00/sq ft
3™ Quartile $249.00/sq ft | $307.80/sq ft $274.63/sq ft

Source: HSDA Registry, for approved CON applications 2010-2012,

Select Specialty’s estimated renovation cost for this project is approximately
$212.71 PSF. That is consistent with the Statewide costs shown above, which range from
$99.12 to $249 PSF for renovation (which includes building out of existing shelled

space).
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C(I).4. COMPLETE HISTORICAL AND PROJECTED DATA CHARTS ON
THE FOLLOWING TWO PAGES--DO NOT MODIFY THE CHARTS
PROVIDED OR SUBMIT CHART SUBSTITUTIONS. HISTORICAL DATA
CHART REPRESENTS REVENUE AND EXPENSE INFORMATION FOR THE
LAST THREE (3) YEARS FOR WHICH COMPLETE DATA IS AVAILABLE
FOR THE INSTITUTION. PROJECTED DATA CHART REQUESTS
INFORMATION FOR THE TWO YEARS FOLLOWING COMPLETION OF
THIS PROPOSAL. PROJECTED DATA CHART SHOULD INCLUDE
REVENUE AND EXPENSE PROJECTIONS FOR THE PROPOSAL ONLY (LE.,
IF THE APPLICATION IS FOR ADDITIONAL BEDS, INCLUDE
ANTICIPATED REVENUE FROM THE PROPOSED BEDS ONLY, NOT FROM
ALL BEDS IN THE FACILITY).

See the following pages for these charts, with notes where applicable.
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HISTORICAL DATA CHART -- SELECT SPECIALTY HOSPITAL NORTH KNOXVILLE

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in JANUARY.

DEC B 13 reiidd

Ann'd Jan-Oct

Year 2011 Year 2012 Year 2013
Admissions 355 354 381
Utilization Data Patient Days 9,222 9,127 9,447
B. Revenue from Services to Patients
1.  Inpatient Services 30,791,694 33,374,708 35,219,846
2 Outpatient Services 0
3.  Emergency Services 0
4 Other Operating Revenue 10,919 14,019 17,320
(Specify)  Medical Records Copying & Interest
Gross Operating Revenue 30,802,613 $ 33,388,727 35,237,166
C. Deductions for Operating Revenue
1.  Contractual Adjustments 18,234,736 20,218,049 22,101,441
2.  Provision for Charity Care 0
3.  Provisions for Bad Debt 83,223 284,399 106,528
Total Deductions 18,317,959 § 20,502,448 22,207,969
NET OPERATING REVENUE 12,484,654 % 12,886,279 13,029,197
D. Operating Expenses
Salaries and Wages 5,233,637 5,357,599 5,704,539
2.  Physicians Salaries and Wages 0 0 0
3. Supplies 1,394,425 1,320,639 1,271,013
4. Taxes 770,904 811,991 754,301
5.  Depreciation 111,422 89,080 111,472
6. Rent 340,532 340,532 261,332
7. Interest, other than Capital
8. Management Fees
a. Fees to Affiliates 747,585 636,721 650,000
b. Fees to Non-Affiliates
9.  Other Expenses (Specify) See notes page 2,812,727 2,890,955 3,172,829
Total Operating Expenses 11,411,232 11,447,518 11,925,487
E.  Other Revenue (Expenses) -- Net (Specify) $
NET OPERATING INCOME (LOSS) 1,073,422  $ 1,438,761 1,103,710
F.  Capital Expenditures
1. Retirement of Principal $
2. Interest
Total Capital Expenditures 0o $ 0 0
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES 1,073,422  $ 1,438,761 1,103,710
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PROJECTED DATA CHART— SELECT SPECIALTY HOSPITAL NORTH KNOXVILLE

6'13melidd

Give information for the two (2) years following the completion of this proposal. [“ﬂ
The fiscal year begins in JANUARY. =
CY 2015 CY 2016
Admissions 385 389
A. Utilization Data Patient Days 9,548 9,647
B. Revenue from Services to Patients
1.  Inpatient Services 35,594,129 37,042,088
2 Outpatient Services
3. Emergency Services
4 Other Operating Revenue (Spec Medical records & Interest 3,300 3,300
Gross Operating Revenue 35,597,429 37,045,388
C.  Deductions for Operating Revenue
1.  Contractual Adjustments 22,207,833 23,343,348
2. Provision for Charity Care
3.  Provisions for Bad Debt 107,090 109,590
Total Deductions 22,314,923 23,452,938
NET OPERATING REVENUE 13,282,506 13,592,450
D. Operating Expenses
1.  Salaries and Wages 5,776,540 5,875,023
2.  Physicians Salaries and Wages
3.  Supplies 1,286,784 1,300,126
4. Taxes 176,190 222,532
5. Depreciation 1,288,225 1,302,510
6. Rent 564,651 581,591
7. Interest, other than Capital
8. Management Fees
a. Fees to Affiliates 796,950 815,547
b. Fees to Non-Affiliates
9.  Other Expenses (Specify) See notes page 3,157,524 3,190,263
Dues, Utilities, Insurance, and Prop Taxes.
Total Operating Expenses 13,046,864 13,287,592
E.  Other Revenue (Expenses) -- Net (Specify)
NET OPERATING INCOME (LOSS) 235,641 304,858
F.  Capital Expenditures
1.  Retirement of Principal
2. Interest
Total Capital Expenditures 0 0
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES 235,641 304,858
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SELECT SPECIALTY HOSPITAL--NORTH KNOXVILLE

HISTORICAL DATA CHART

PROJECTED DATA CHART

LINE D.9, Other Expenses 2011 2012 2013 2015 2016

Insurance 94,752 94,040 98,710 95,480 96,470
Utilities 12,399 15,751 18,088 18,141 18,329
Legal & Accounting 23,681 25,420 30,126 28,644 28,941
Repairs & Maintenance 113,548 104,459 97,455 98,344 99,364
Travel/Meals & Entertainment 101,050f 132,329] 108,746 109,802 110,941
Contracted Physicians 195,967 163,635 164,072 162,316 163,999
Ancillary Patient Services 1,898,580| 1,895,388] 2,153,124] 2,167,396 2,189,869
Equipment Rentals 185,368] 240,998] 267,433 238,700 241,175
Corporate Services 187,383 218,935 235,074 238,700 241,175
Total Other Expenses 2,812,727] 2,890,955f 3,172,829 3,157,524 3,190,263
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C(I).5. PLEASE IDENTIFY THE PROJECT’S AVERAGE GROSS CHARGE,
AVERAGE DEDUCTION FROM OPERATING REVENUE, AND AVERAGE
NET CHARGE.

Table Ten: Average Charges, Deductions, Net Charges, Net Operating Income

CY2015 CY2016
Patient Days 9,548 9,647
Admissions or Discharges 385 389
Average Gross Charge Per Day $3,728 $3,840
Average Gross Charge Per Admission $92.461 $95,232
Average Deduction from Operating Revenue
per Day $2,337 $2,431
Average Deduction from Operating Revenue
per Admission $57,961 $60,290
Average Net Charge (Net Operating Revenue)
Per Day $1,391 $1,409
Average Net Charge (Net Operating Revenue)
Per Admission $34,500 $34,942
Average Net Operating Income after Expenses,
Per Day $25 $32
Average Net Operating Income after Expenses,
Per Admission $612 $784

Source: Projected Data Chart

C(D.6.A. PLEASE PROVIDE THE CURRENT AND PROPOSED CHARGE
SCHEDULES FOR THE PROPOSAL. DISCUSS ANY ADJUSTMENT TO
CURRENT CHARGES THAT WILL RESULT FROM THE IMPLEMENTATION
OF THE PROPOSAL. ADDITIONALLY, DESCRIBE THE ANTICIPATED
REVENUE FROM THE PROPOSED PROJECT AND THE IMPACT ON
EXISTING PATIENT CHARGES.

Please see Table Eleven on the following page. It shows the gross charge and

DRG payment for the most frequent admissions of this hospital.
The relocation and renovation will not adversely impact the facility’s charges.

The hospital will fund the project with cash reserves, so new debt service will not be

required for this project.
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C(II).6.B. COMPARE THE PROPOSED CHARGES TO THOSE OF SIMILAR
FACILITIES IN THE SERVICE AREA/ADJOINING SERVICE AREAS, OR TO
PROPOSED CHARGES OF PROJECTS RECENTLY APPROVED BY THE
HSDA. IF APPLICABLE, COMPARE THE PROJECTED CHARGES OF THE
PROJECT TO THE CURRENT MEDICARE ALLOWABLE FEE SCHEDULE
BY COMMON PROCEDURE TERMINOLOGY (CPT) CODE(S).

The requested Medicare reimbursement and current and future gross charge

comparisons by DRG are provided in Table Eleven on the preceding page.

Table Twelve on the following page compares 2012 Joint Annual Report data for
average gross charges per day and per stay, at all seven LTACH’s in Tennessee. Five of

them are Select Specialty facilities.

Select Specialty Hospital--North Knoxville has the second lowest charge per day,
and the second lowest charge per stay, of all seven hospitals Statewide. The five Select
facilities as a group had 22% lower charges per day than the non-Select facilities ($3,959
compared to $5,073).

In CY2015, the applicant projects a gross charge per day and per stay of $3,728

and $92,461, respectively. These are lower than most of the 2012 charges of other

LTACH’s in Tennessee, as shown in Table Twelve.
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C{I).7. DISCUSS HOW PROJECTED UTILIZATION RATES WILL BE
SUFFICIENT TO MAINTAIN COST-EFFECTIVENESS.

At its present location, the applicant hospital is already cost-effective and
operates with a positive financial margin. Relocation to a better facility will not reduce
its performance. It will remain cost-effective, and utilized slightly above its current

levels.

C(11).8. DISCUSS HOW FINANCIAL VIABILITY WILL BE ENSURED WITHIN
TWO YEARS; AND DEMONSTRATE THE AVAILABILITY OF SUFFICIENT
CASH FLOW UNTIL FINANCIAL VIABILITY IS MAINTAINED.

The hospital operates with a positive financial margin. Cash flow is not an issue;
this is an existing facility with established reimbursement and positive cash flow at all

times.
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C(DN.9. DISCUSS THE PROJECT’S PARTICIPATION IN STATE AND
FEDERAL REVENUE PROGRAMS, INCLUDING A DESCRIPTION OF THE
EXTENT TO WHICH MEDICARE, TENNCARE/MEDICAID, AND
MEDICALLY INDIGENT PATIENTS WILL BE SERVED BY THE PROJECT.
IN ADDITION, REPORT THE ESTIMATED DOLLAR AMOUNT OF REVENUE
AND PERCENTAGE OF TOTAL PROJECT REVENUE ANTICIPATED FROM
EACH OF TENNCARE, MEDICARE, OR OTHER STATE AND FEDERAL
SOURCES FOR THE PROPOSAL’S FIRST YEAR OF OPERATION.

In the twelve months November 2012-October 2013, this hospital had a Medicare
payor mix of approximately 79.5% of gross revenues. Medicaid was 5.8% of gross
revenues. These percentages are assumed to continue in Year One (CY2015) of this

project. See table Thirteen below.

Table Thirteen: Medicare and TennCare/Medicaid Revenues, Year One

All Payors Medicare Medicaid
Gross Revenue $35,597,429 $28,299,956 $2,064,651
% of Gross Revenue 100% 79.5% 5.8%

C(I1).10. PROVIDE COPIES OF THE BALANCE SHEET AND INCOME
STATEMENT FROM THE MOST RECENT REPORTING PERIOD OF THE
INSTITUTION, AND THE MOST RECENT AUDITED FINANCIAL
STATEMENTS WITH ACCOMPANYING NOTES, IF APPLICABLE. FOR
NEW PROJECTS, PROVIDE FINANCIAL INFORMATION FOR THE
CORPORATION, PARTNERSHIP, OR PRINCIPAL PARTIES INVOLVED
WITH THE PROJECT. COPIES MUST BE INSERTED AT THE END OF THE
APPLICATION, IN THE CORRECT ALPHANUMERIC ORDER AND
LABELED AS ATTACHMENT C, ECONOMIC FEASIBILITY--10.

These are provided as Attachment C, Economic Feasibility--10.
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C(I)11. DESCRIBE ALL ALTERNATIVES TO THIS PROJECT WHICH WERE
CONSIDERED AND DISCUSS THE ADVANTAGES AND DISADVANTAGES
OF EACH ALTERNATIVE, INCLUDING BUT NOT LIMITED TO:

A. A DISCUSSSION REGARDING THE AVAILABILITY OF LESS COSTLY,
MORE EFFECTIVE, AND/OR MORE EFFICIENT ALTERNATIVE METHODS
OF PROVIDING THE BENEFITS INTENDED BY THE PROPOSAL. IF
DEVELOPMENT OF SUCH ALTERNATIVES IS NOT PRACTICABLE, THE
APPLICANT SHOULD JUSTIFY WHY NOT, INCLUDING REASONS AS TO
WHY THEY WERE REJECTED.

B. THE APPLICANT SHOULD DOCUMENT THAT CONSIDERATION HAS
BEEN GIVEN TO ALTERNATIVES TO NEW CONSTRUCTION, E.G.,
MODERNIZATION OR SHARING ARRANGEMENTS. IT SHOULD BE
DOCUMENTED THAT SUPERIOR ALTERNATIVES HAVE BEEN
IMPLEMENTED TO THE MAXIMUM EXTENT PRACTICABLE.

The alternative of remaining in the current hospital was rejected for several
reasons. First, the current location is in an aged hospital structure whose patient rooms
are less private, less spacious, less attractive, less weatherproof, and have less
manageable heat and cooling systems, than rooms that the applicant can construct in
space being offered at Physicians Plaza MOB at North Knoxville Medical Center.
Second, the applicant’s existence would be at risk from electing to stay at a facility where
full (or any) ancillary support services may not be available 24/7 in future years. At that
future time, comparable alternative leased bed space might not be available to Select.
Third, the applicant has an immediate opportunity to improve its physical space, while
remaining lodged within the same health system with which it currently works most

closely; and maintaining such stability might not be possible at a later date.

The alternative of requesting additional beds was not pursued because the
applicant, like the applicant’s affiliate LTACH facility in Knoxville, is managing to meet
most requests for admission with its current bed complement. Some additional
admissions will be possible when the bed complement changes from 15% private rooms

to 100% private rooms; and that should relieve peak period bed needs for awhile.
The alternative of leasing newer space in the East Oak Hill facility (at a higher

lease rate) has been offered to Select; but uncertainty about future ancillary service

availability and the need to pay higher lease costs are not acceptable.
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C({11).1. LIST ALL EXISTING HEALTH CARE PROVIDERS (LE.,
HOSPITALS, NURSING HOMES, HOME CARE ORGANIZATIONS, ETC.)
MANAGED CARE ORGANIZATIONS, ALLIANCES, AND/OR NETWORKS
WITH WHICH THE APPLICANT CURRENTLY HAS OR PLANS TO HAVE
CONTRACTUAL AND/OR WORKING RELATIONSHIPS, E.G., TRANSFER
AGREEMENTS, CONTRACTUAL AGREEMENTS FOR HEALTH SERVICES.

Select Specialty Hospital--North Knoxville is located within the tertiary Tennova
Healthcare facility in central Knoxville. Tennova is its “host” hospital. Select contracts
with the host hospital and the host's vendors to deliver the ancillary and support services
needed by its patients. This includes food services, diagnostic imaging and testing,
surgery if required, and health professional consults and support on a 24-hour basis. The

latter includes all types of physician services that may be needed.

As an LTACH, Select Specialty Hospital--north Knoxville receives transfer

requests from many primary service area hospitals on a regular basis.

C(1I).2. DESCRIBE THE POSITIVE AND/OR NEGATIVE EFFECTS OF THE
PROPOSAL ON THE HEALTH CARE SYSTEM. PLEASE BE SURE TO
DISCUSS ANY INSTANCES OF DUPLICATION OR COMPETITION ARISING
FROM YOUR PROPOSAL, INCLUDING A DESCRIPTION OF THE EFFECT
THE PROPOSAL WILL HAVE ON THE UTILIZATION RATES OF EXISTING
PROVIDERS IN THE SERVICE AREA OF THE PROJECT.

The project will not have any negative effects on other providers. This is only a
change in location within Knox County. The project will not change Select’s licensed
bed complement, scope of services, primary service area, ownership, or management. It

will not even change its affiliation with its host hospital system (Tennova).

The positive effects of the project have been stated in several prior sections of the
application. They include additional private accommodations without a license increase,
larger and more modern rooms without water problems, greater functionality for patients
requiring special equipment in the room, and increased patient and referral hospital

satisfaction.
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Cc{1m).3. PROVIDE THE CURRENT AND/OR ANTICIPATED STAFFING
PATTERN FOR ALL EMPLOYEES PROVIDING PATIENT CARE FOR THE
PROJECT. THIS CAN BE REPORTED USING FTE’S FOR THESE
POSITIONS. IN ADDITION, PLEASE COMPARE THE CLINICAL STAFF
SALARIES IN THE PROPOSAL TO PREVAILING WAGE PATTERNS IN THE
SERVICE AREA AS PUBLISHED BY THE TENNESSEE DEPARTMENT OF
LABOR & WORKFORCE DEVELOPMENT AND/OR OTHER DOCUMENTED
SOURCES.

Please see the following page for Table Fifteen, a chart of projected FTE’s and

salary ranges.

The Department of Labor and Workforce Development website indicates the
following Knoxville area annual salary information for clinical employees of the

categories staffed in this project.

Table Fourteen: TDOL Surveyed Average Salaries for the Region

Clinical Position Entry Level Mean Median Experienced

RN $43,280 $60,480 $54,110 $69,080
LPN not surveyed

Nurse Aide $19,200 $22,610 $22,250 $24,320
Physical Therapist $58,710 $71,000 $70,501 $77,140
Occupational Therapist $61,470 $80,790 $74.100 $90,310
Speech Therapist $39,290 $57,210 $55,110 $66,170
Respiratory Therapist $38.,680 $44,990 $44,560 $48,150
Physical Therapy Assist. $33,900 $45,070 $43,280 $50,660
COTA (Occ.Ther. Assist.) $32,390 $43,550 $39,670 $49.130
Pharmacist $76,980 $114,010 $113,940 $132,530
Pharmacy Tech $16,910 $21,730 $21,220 $24,140
Dietician $40,370 $51,550 $51,360 $57,150
Medical Records Admin. not surveyed

Medical Records Tech. not surveyed

Source: DOLWD Website, May 2012 occupational wage and salary survey
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C(III).4. DISCUSS THE AVAILABILITY OF AND ACCESSIBILITY TO
HUMAN RESOURCES REQUIRED BY THE PROPOSAL, INCLUDING
ADEQUATE PROFESSIONAL STAFF, AS PER THE DEPARTMENT OF
HEALTH, THE DEPARTMENT OF MENTAL HEALTH AND
DEVELOPMENTAL DISABILITIES, AND/OR THE DIVISION OF MENTAL
RETARDATION SERVICES LICENSING REQUIREMENTS.

This project is the relocation of an existing, fully staffed hospital, with no
projected increase or decrease of staff. So availability is not an issue. As an experienced
provider affiliated with a national healthcare company, the applicant is very familiar with

State standards for human resources.

C(11).5. VERIFY THAT THE APPLICANT HAS REVIEWED AND
UNDERSTANDS THE LICENSING CERTIFICATION AS REQUIRED BY THE
STATE OF TENNESSEE FOR MEDICAL/CLINICAL STAFF. THESE
INCLUDE, WITHOUT LIMITATION, REGULATIONS CONCERNING
PHYSICIAN SUPERVISION, CREDENTIALING, ADMISSIONS PRIVILEGES,
QUALITY ASSURANCE POLICIES AND PROGRAMS, UTILIZATION
REVIEW PPOLICIES AND PROGRAMS, RECORD KEEPING, AND STAFF
EDUCATION.

The applicant so verifies.

CIID).6. DISCUSS YOUR HEALTH CARE INSTITUTION’S PARTICIPATION
IN THE TRAINING OF STUDENTS IN THE AREAS OF MEDICINE, NURSING,
SOCIAL WORK, ETC. (L.E., INTERNSHIPS, RESIDENCIES, ETC.).

Select Specialty Hospitals in Knoxville provide clinical rotations for nursing and
therapy training programs, under contracts with Pellissippi State Community College,
South College, Belmont University, Carson Newman College, Lynchburg College, and

Roane State Community College.
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C({II).7(a). PLEASE VERIFY, AS APPLICABLE, THAT THE APPLICANT
HAS REVIEWED AND UNDERSTANDS THE LICENSURE REQUIREMENTS
OF THE DEPARTMENT OF HEALTH, THE DEPARTMENT OF MENTAL
HEALTH AND DEVELOPMENTAL DISABILITIES, THE DIVISION OF
MENTAL RETARDATION SERVICES, AND/OR ANY APPLICABLE
MEDICARE REQUIREMENTS.

The applicant so verifies.

C(IID.7(b). PROVIDE THE NAME OF THE ENTITY FROM WHICH THE
APPLICANT HAS RECEIVED OR WILL RECEIVE LICENSURE,
CERTIFICATION, AND/OR ACCREDITATION

LICENSURE: Board for Licensure of Healthcare Facilities
Tennessee Department of Health

CERTIFICATION: Medicare Certification from CMS
TennCare Certification from TDH

ACCREDITATION: Joint Commission

C{II).7(c). IF AN EXISTING INSTITUTION, PLEASE DESCRIBE THE
CURRENT STANDING WITH ANY LICENSING, CERTIFYING, OR
ACCREDITING AGENCY OR AGENCY.

The applicant is currently licensed in good standing by the Board for Licensing
Health Care Facilities, certified for participation in Medicare and Medicaid/TennCare,
and fully accredited by the Joint Commission on Accreditation of Healthcare

Organizations.
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C(III).7(d). FOR EXISTING LICENSED PROVIDERS, DOCUMENT THAT ALL
DEFICIENCIES (IF ANY) CITED IN THE LAST LICENSURE
CERTIFICATION AND INSPECTION HAVE BEEN ADDRESSED THROUGH
AN APPROVED PLAN OF CORRECTION. PLEASE INCLUDE A COPY OF
THE MOST RECENT LICENSURE/CERTIFICATION INSPECTION WITH AN
APPROVED PLAN OF CORRECTION.

They have been addressed. A copy of the most recent licensure inspection and
plan of correction, and/or the most recent accreditation inspection, are provided in

Attachment C, Orderly Development--7(C).

C(IIN8. DOCUMENT AND EXPLAIN ANY FINAL ORDERS OR JUDGMENTS
ENTERED IN ANY STATE OR COUNTRY BY A LICENSING AGENCY OR
COURT AGAINST PROFESSIONAL LICENSES HELD BY THE APPLICANT
OR ANY ENTITIES OR PERSONS WITH MORE THAN A 5% OWNERSHIP
INTEREST IN THE APPLICANT. SUCH INFORMATION IS TO BE
PROVIDED FOR LICENSES REGARDLESS OF WHETHER SUCH LICENSE IS
CURRENTLY HELD.

None.

CdID9. IDENTIFY AND EXPLAIN ANY FINAL CIVIL OR CRIMINAL
JUDGMENTS FOR FRAUD OR THEFT AGAINST ANY PERSON OR ENTITY
WITH MORE THAN A 5% OWNERSHIP INTEREST IN THE PROJECT.

None.

C(1D10. IF THE PROPOSAL IS APPROVED, PLEASE DISCUSS WHETHER
THE APPLICANT WILL PROVIDE THE THSDA AND/OR THE REVIEWING
AGENCY INFORMATION CONCERNING THE NUMBER OF PATIENTS
TREATED, THE NUMBER AND TYPE OF PROCEDURES PERFORMED, AND
OTHER DATA AS REQUIRED.

Yes. The applicant will provide the requested data consistent with Federal

HIPAA requirements.
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PROOF OF PUBLICATION
Attached.

DEVELOPMENT SCHEDULE

1. PLEASE COMPLETE THE PROJECT COMPLETION FORECAST CHART
ON THE NEXT PAGE. IF THE PROJECT WILL BE COMPLETED IN
MULTIPLE PHASES, PLEASE IDENTIFY THE ANTICIPATED COMPLETION
DATE FOR EACH PHASE.

The Project Completion Forecast Chart is provided after this page.

2. IF THE RESPONSE TO THE PRECEDING QUESTION INDICATES THAT
THE APPLICANT DOES NOT ANTICIPATE COMPLETING THE PROJECT
WITHIN THE PERIOD OF VALIDITY AS DEFINED IN THE PRECEDING
PARAGRAPH, PLEASE STATE BELOW ANY REQUEST FOR AN EXTENDED
SCHEDULE AND DOCUMENT THE “GOOD CAUSE” FOR SUCH AN
EXTENSION.

Not applicable. The applicant anticipates completing the project within the
period of validity.
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision Date, as published in Rule 68-11-1609(c):

At the latest, the applicant expects to receive approval on March 26, 2014.

Assuming the CON decision becomes the final Agency action on that date, indicate the
number of days from the above agency decision date to each phase of the completion

forecast.

DAYS Anticipated Date
PHASE REQUIRED (MONTH /YEAR)

1. Architectural & engineering contract signed 1 3-27-14

2. Construction documents approved by TDH 33 5-1-14

3. Construction contract signed 42 5-10-14

4. Building permit secured 47 5-15-14

5. Site preparation completed na na

6. Building construction commenced 62 6-1-14

7. Construction 40% complete 137 9-15-14

8. Construction 80% complete 197 10-15-14

9. Construction 100% complete 242 11-30-14

10. * Issuance of license 270 12-28-14

11. *Initiation of service 273 1-1-15

12. Final architectural certification of payment 333 3-1-15

13. Final Project Report Form (HF0055) 393 5-1-15

* For projects that do NOT involve construction or renovation: please complete

items 10-11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the
final determination to reflect the actual issue date.
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INDEX OF ATTACHMENTS

A4 Ownership--Legal Entity And List of Select Facilities in Tennessee
A6 Site Control--Executed Lease Conditional on CON Approval

B.ILA. Square Footage and Costs Per Square Footage Chart

B.III. Plot Plan

B.IV. Floor Plan

C, Need--3 Service Area Maps

C, Economic Feasibility--1 Documentation of Construction Cost Estimate
C, Economic Feasibility--2 Documentation of Availability of Funding

C, Economic Feasibility--10 Financial Statements

C, Orderly Development--7(C) Licensing Inspection

Miscellaneous Information TennCare Enrollments in Service Area Counties
Support Letters
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A.4--Ownership
Legal Entity, Licensure, Accreditation and
Affiliated Facilities in Tennessee
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NOV. 26. 2013 B:11AM SELECT MEDICAL CORP. NO. 201 P.

Select Specialty Hospit};tl
North Knoxville
Knoxville, TN

has been Accredited by

The Joint Commission
‘Which has surveyed this organization and found it to meet the requirements for the

Hospital Accreditation Program

February 8, 2013.

- Accredjtation is customarily valid for up to 36 months.

Yodocco C)fobedsa D Organization TD #192995 M@ﬂ_ 2.,
Tebeeea. Patchin, M.D. Feiny/Reprint Dae 05/15/13

Wak R, Chussin, MDD, FAGE MPP, MPH
Chsir, Board of Commisslonets Prestdent

The Joinr Comumission is an independent; not-for-profit; national body that oversees the sufety and qualiey of health care and
other setvices provided In accredited crganizations. Tnformation about acoredited argantzations may be provided divectly
o The Joint Commission ak 1.800-994.6610. Infoxmarion regacding accreditation and the accreditarion performanca of
tndividual organizations ean be obtalned through The Jolnr Commission's web site at v jolnreommission.org.
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AN 1A A o : P8 Wd60:T ELOT 6l "aoN



Secretary of State

Corpurations Section DATHE: 93(05199  1637-3043
* Y i . P
James K. Polk Building, Suite 1800 E%LEPEE¥E/%?EERCE§ / é §} S % { g ii -5-2286
T i - o 1 . . LI J ]
ashville, Tennessee 37243-0306 RFFECTIVE DATE/TIME: 03/05/93 1045
CONTROL NUMBER: 0325145
TO:
&7 CORPORATION SYSTEM-DANEEN E MAURER
1635 MARKET STREET
PHILADELPHIA, PA 19103
RE :
SRLECT SPECTALTY HOSPITAL - NORTH KNOXVILLE, INC.
APPLICATION FOR AMENDED CERTIFICATE OF
AUTHORITY -~ FOR PROFIT
THIS WILL ACKNOWLEDGE THE FILING OF THE ATTACHED DOCUMENT WITH AN
FFFRCTIVE DATE AS INDICATED ABOVE. |
WHEN CORRESPONDING WITH THIS OFFICE OR SUBMITTING DOCUMENTS FOR
FITING, PLEASE REFER TO THE CORPORATION CONTROL NUMBER GIVEN ABOVE.
THOR. APPLICATION FOR AMENDED CERTIFICATE OF  ON DATE: 03/05/99
AUTHORITY - FOR PROFIT ONFZQQE BEHORI SIS
FROM RECEIVED : 42000 0.,
gagscﬁﬁggg%Té%gEg%STEM (PHILADELPHIA, PR 0 PAYMENT REC B
SGEVEN PENN CENTER : EEVEDE =200
PHILADELPHIA, PA 19103-0000 RECETIPT NUMBER: 00002447121
ACCOUNT NUMBER: 00000020

i

RILEY C. DARNELL
SECRETARY OF STATE
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SERSTmEnS

Jason Kander
Secretary of State

CORPORATION DIVISION
CERTIFICATE OF GOOD STANDING

I, JASON KANDER, Secretary of the State of Missouri, do hereby certify that the records in
my office and in my care and custody reveal that

SELECT SPECIALTY HOSPITAL - NORTH KNOXVILLE, INC.,
00436891

was created under the laws of this State on the 6th day of February, 1997, and is in good
standing, having fully complied with all requirements of this office.

IN TESTIMONY WHEREOF, I have set my
hand and imprinted the GREAT SEAL of the
State of Missouri, on this, the 25th day of
November, 2013

Secretary of State

Certification Number: 15768350-1  Reference: SSH N KNOX good standing
Verify this certificate online at https://www.so0s.mo.gov/businessenti
e : e T

T T ; =5 TR
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No. 0043689

SOUR[

Rebecca
Secretary of State

CORPORATION DIVISION
e CERTIFICATE OF AMENDMENT
| WHEREAS,
| SELECT SPECIALTY HOSPITAL - NORTH KNOXVILLE, INC.

FORMERLY,
| INTENSIVA HOSPITAL OF KNOXVILLE, INC.

| A CORPORATION ORGANIZED UNDER THE GENERAL AND BUSINESS CORPORA-
TION LAW HAS DELIVERED TO ME A CERTIFICATE OF AMENDMENT OF ITS
5 ARTICLES OF INCORPORATION AND HAS IN ALL RESPECTS COMPLIED
<! WITH THE REQUIREMENTS OF LAW GOVERNING THE AMENDMENT OF :
| ARTICLES OF INCORPORATION UNDER THE GENERAL BUSINESS CORPORATION
4 LAW, AND THAT THE ARTICLES OF INCORPORATION OF SAID CORPORATION
| ARE AMENDED IN ACCORDANCE THEREWITH.

:si [N TESTIMONY WHEREOF, I HAVE SET MY
‘4@ HAND AND IMPRINTED THE GREAT SEAL OF
2o THE STATE OF MISSOURI, ON THIS, THE
/4 5TH DAY oF FEBRUARY, 1899.

........

T NT HIN
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State of Missouri

Rebecca McDowell Cook, Secretary of State
P.O. Box 778, Jefferson City, Mo. 65102
Corporation Division

Amendment of Articles of Incorporation
(To be submitted in duplicate)

Pursuant to the provisions of The General and Business Corporation Law of Missouri, the undersigned Corporation
certifies the following:

1. The present name of the Corporation is INTENSIVA HOSPITAL OF KNOXVILLE, INC.

The name under which it was originally organized was _ Intensiva Hospital of Knoxville, Inc.

2. An amendment to the Corporation's Articles of Incorporation was adopted by the shareholders on

January 18 , 19 99

3. Article Number 1 is amended to read as follows:

The name of the corporation is Select Specialty Hospital - North Knoxville, Inc.

_ (If more than one article is to be amended or more space is needed attach fly sheet.)

MOOQO? - CT System QOnline



4. Of the 10 _ shares outstanding, 10

of suci: shares were entitled to vote on such amendment.
The number of outstanding shares of any class entitled to vote thereon as a class were as follows:
Class Number of Outstanding Shares

Holders of Common Stock 10

5. The number of shares voted for and against the amendment was as follows:
Class No. Voted For No. Voted Against

Holders of Common Stock 10

6. If the amendment changed the number or par value of authorized shares having a par value, the amount
in dollars of authorized shares having a par value as changed is:

n/a

If the amendment changed the number of authorized shares without par value, the authorized number of

shares
without par value as changed and the consideration proposed to be received for such increased authorized

shares without par value as are to be presently issued are:

n/a

7. If the amendment provides for an exchange, reclassification, or cancellation of issued shares, or a reduction
of the number of authorized shares of any class below the number of issued shares of that class, the following
is a statement of the manner in which such reduction shall be effected:

n/a

RMNONYT . (T Quctam Minline



IN WITNESS WHEREOF, the undersigned,

Staci Rhodes Shelley

President or

has executed this instrument and its

Vice President

Assistant Secretary

has affixed its corporate seal hereto and

Seaetary or Assistant Secretary
attested said seal on the 18th

day of January , 1999

Place
CORPORATE SEAL

Here .
(If no seal, state "None.")

T

Select Specialty Hospital - North Knoxville, Inc.

Name of Corporation

Sk B &MW

Seaetary of Assistant Secetary
Kenneth L. Moore, Assistant Secretary

President or Vice President

Staci Rhodes Shelley, Vice Preside

FILED AND CERTIFICATE
D

BSSUE

FEB 051999

State of Pennsylvania
anty of Cumberland } 5 n‘ée ﬁlh SP g
I, MarthaZ Blumenstein E%Rg %ub‘ﬂcogo%gﬁ?)y certify that
on this 18th day of January , 1999, personally appeared before me
Staci Rhodes Shelley who, being by me first duly sworn,
declared that he is the Vice President
of Select Specialty Hospital - North Knoxville, Inc.

that he signed the foregoing documents as

Vice President

of the corpbration, and that the

statements therein contained are true.

(Notarial Seal}

MODG7 - CT System Online

My commission expires

Notarlal Seal
Martha L. Blumenslein, N
Wl ol
Lcwce:rAIlen Twp., Cumberlan A gclnjt?r‘:f
My Commission Expires Apm 7, 200!
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Rebecca McDowell Cook
Secretary of State

CORPORATION DIVISION
CERTIFICATE OF INCORPORATION

#i'5f?NHEREAS, DUPLICATE ORIGINALS OF ARTICLES OF INCORPORATION OF

INTENSIVA HOSPITAL OF KNOXVILLE, INC.

! HAVE BEEN RECEIVED AND FILED IN THE OFFICE OF THE SECRETARY OF
S5l STATE, WHICH ARTICLES, IN ALL RESPECTS, COMPLY WITH THE
-t REQUIREMENTS OF GENERAL AND BUSINESS CORPORATION LAVW;

{NOW, THEREFORE, I, REBECCA MCDOWELL COOK, SECRETARY OF STATE

;-H$ﬁOF THE STATE OF MISSOURI, BY VIRTUE OF THE AUTHORITY VESTED IN

s

ki

ME BY LAW, DO HEREBY CERTIFY AND DECLARE THIS ENTITY A BODY

CORPORATE, DULY ORGANIZED THIS DATE AND THAT IT IS ENTITLED TO

ke ALL RIGHTS AND PRIVILEGES GRANTED CORPORATIONS ORGANIZED UNDER
deq THE GENERAL AND BUSINESS CORPORATION LAW- 55

. B[ IN TESTIMONY WHEREOF, 1 HAVE SET My

“o{ HAND AND IMPRINTED THE GREAT SEAL OF
54 THE STATE OF _MISSQURI, ON THIS, THE
> 6TH DAY OF FEBRUARY, 1897.

e Ml (o0

\
Secretary of State )

S NC 4N



ARTICLES OF INCORPORATION
OF

INTENSIVA HOSPITAL OF KNOXVILLE, INC.

FILED AND CERTIH '
CATE OF
Honorable Rebecca M. Cook ,NCOHPGF}ATWN (BEUER
Secretary of State FE
State of Missouri e 8o 6 1987
Jefferson City, Missouri 65102 g o
&ﬁf TA} U\;{% /&(rﬁ:"’f

The undersigned natural person of the age of eighteen (18) years or more for the purpose of
forming a Corporation under The General and Business Corporation Law of Missouri hereby adopts

the following Articles of Incorporation:

ARTICLE ONE

The name of the Corporation is Intensiva Hospital of Knoxville, Inc.

ARTICLE TWO

The address, including street and number, if any, of the Corporation's initial registered office
in this State is 7733 Forsyth Boulevard, 12th Floor, St. Louis, Missouri 63105, and the name of its

initial registered agent at such address is Thomas M. Walsh.

ARTICLE THREE

The aggregate number of shares which the Corporation shall have authority to issue shall be
THIRTY THOUSAND SHARES, which shall have a par value of ONE DOLLAR ($1.00) each,
amounting in the aggregate to THIRTY THOUSAND ($30,000.00) DOLLARS, and all of said
shares shall be COMMON SHARES.

Articles of Incorporation - Intensiva Hospital of Knoxville, Inc. Page 1
15969816



ARTICLE FOUR

The extent to which the preemptive rights of shareholders to acquire additional shares are

granted, limited or denied is as follows:

No holder of any stock of the Corporation shall be entitled, as a matter of right, to purchase,
subscribe for, or otherwise acquire any new or additional shares of stock of the Corporation of any
class, or any options or warrants to purchase, subscribe for or otherwise acquire any such new or
additional shares, or any shares, bonds, notes, debentures, or other securities convertible into or
carrying options or warrants to purchase, subscribe for or otherwise acquire any such new or

additional shares.

ARTICLE FIVE

The name and place of residence of each incorporator is as follows:

Larry K. Hatris 7070 Washington
St. Louis, Missouri 63130

ARTICLE SIX

The number of Directors to constitute the Board of Directors is one (1).

In all elections of Directors of this Corporation cumulative voting shall not apply.

ARTICLE SEVEN

The duration of the Corporation is perpetual.

Articles of Incorporation - Intensiva Hospital of Knoxville, Inc. Page 2
159-69816



ARTICLE EIGHT

The Corporation is formed for the following PURPOSES and POWERS, to-wit:

(A)  To own and operate a long-term care hospital and including all aspects thereof and

all acts and actions incidental thereto.

(B)  To buy, sell, procure, franchise, produce, manufacture and dispose of all kinds of
goods, wares, foods, potables, drugs, merchandise, manufactures, commodities, furniture, machinery,
tools, supplies and products, and generally to engage in and conduct any form of service,

manufacturing, or mercantile enterprise not contrary to law.

(C)  To apply for, secure, acquire by assignment, transfer, purchase or otherwise, and to
exercise, carry out and enjoy any charter, license, patent, copyright, power, authority, franchise,
concession, rights or privileges, which any government or authority or any corporation or other public
body may be empowered to grant; and to pay for, aid in and contribute toward carrying the same into
effect and to appropriate any of the Corporation's shares of stock, bonds and assets to defray the

necessary costs, charges and expenses thereof.

(D) To borrow and loan money with or without security and to issue, sell, or pledge
bonds, promissory notes, debentures and other obligations and evidences of indebtedness secured or

unsecured.

(B)  To contract with any person, firm, corporation, association or entity.

(F)  To acquire the goodwill, rights, and property and to undertake the whole or any part
of the assets or liabilities of any person, firm, association or corporation, to pay for the same in cash,
the stock of this Corporation, bonds or otherwise; to hold or in any manner to dispose of the whole

or any part of the property so purchased; to conduct in any lawful manner the whole or any part of

Articles of Incorporation - Intensiva Hospital of Knoxville, Inc. Page 3
159-69816



any business so acquired, and to exercise all the powers necessary or convenient in and about the

conduct and management of such business.

(G)  To purchase, hold, sell, assign, transfer, mortgage, pledge, or otherwise hold and
possess or otherwise dispose of, shares of capital stock of, or any bonds, securities, or evidence of
indebtedness created by any other corporation or corporations of this state or any other state,
country, nation or government, and while owner of said stock to exercise all the rights, power, and

privileges of ownership including the right to vote thereon.

(H) To purchase, acquire, use, lend, lease or hold, improve, operate, hypothecate,
mortgage, sell or convey, and otherwise deal in and dispose of property of all kinds, both real and
personal, including patents and patent rights from the United States and/or foreign countries, license
privileges, inventions, franchises, improvement processes, copyrights, trademarks and trade names,

and service marks relating to or useful in connection with the business of this Corporation.

@ Subject to the limitations of The General and Business Corporation Law, to purchase,

hold, sell, transfer, dispose of or deal in shares of its own capital stock.

)] In general, and in addition to all of the foregoing, to carry on any business in
connection with the aforesaid powers and purposes, and, further, to have and exercise all of the
powers conferred by The General and Business Corporation Law whether or not done in connection

with the specific powers hereinbefore set forth.

ARTICLE NINE

Except as otherwise specifically provided by statute, all powers of management and direct

control of the Corporation shall be vested in the Board of Directors.

Articles of Incorporation - Intensiva Hospital of Knoxville, Inc. Page 4
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The power to make, alter, amend or repeal the By-Laws of the Corporation shall be vested
in the Board of Directors. The exercise of such power shall require the affirmative vote of a majority

of the Directors.

ARTICLE TEN

No contract or other transaction between this Corporation and any other firm or corporation
shall be affected or invalidated by reason of the fact that any of the Directors or Officers of this
Corporation are interested in or are members, shareholders, directors, or officers of such other firm
or corporation; and any Director or Officer of this Corporation may be a party to or may be interested
in any contract or transaction of this Corporation in which this Corporation is interested and no such
contract or transaction shall be affected or invalidated thereby; and each and every person who may
become a Director or Officer of this Corporation is hereby relieved from any liability as a result of
holding any such position that might otherwise exist from contracting or transacting business with
this Corporation for the benefit of such Director or Officer or of any person, firm, association or

corporation in which such Director or Officer may be in anywise interested.

ARTICLE ELEVEN

The private property of the Shareholders of this Corporation shall not be subject to the

payment of corporate debts, except to the extent of any unpaid balance of subscriptions for shares.

ARTICLE TWELVE

The power to amend and alter the Articles of Incorporation of the Corporation shall be vested
solely in the holders of the Common stock of the Corporation (except to the extent that in certain
circumstances the holders of any other class of stock may be entitled by law to vote). This power
may be exercised (after such notice as may be required or waiver thereof) at any annual or special
meeting of the holders of the aforementioned shares by a vote of a majority of such shares as are

issued and outstanding and entitled to vote at such meeting.

Articles of Incorporation - Intensiva Hospital of Knoxville, Inc. Page 5
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ARTICLE THIRTEEN

Each Director or Officer, or former Director or Officer of this Corporation and his legal
representatives, shall be indemnified by the Corporation against liabilities, expenses, counsel fees and
costs reasonably incurred by him or his estate in connection with, or arising out of, any action, suit,
proceeding or claim in which he is made a party by reason of his being or having been such Director
or Officer; and any person who, at the request of this Corporation served as Director or Officer of
another corporation in which this Corporation owned corporate stock and his legal representative
shall in like manner be indemnified by this Corporation; provided, that in neither case shall the
Corporation indemnify such Director or Officer with respect to any matters as to which he shall be
finally adjudged in any such action, suit, or proceeding to have been liable for negligence or
misconduct in the performance of his duties as such Director or Officer. The indemnification herein
provided for, however, shall apply also in respect of any amount paid in compromise of any such
action, suit, or proceeding or claim asserted against such Director or Officer (including expenses,
counsel fees, and costs reasonably incurred in connection therewith), provided the Board of Directors
shall have first approved such proposed compromise settlement and determined that the Officer or
Director involved was not guilty of negligence or misconduct; but, in taking such action, any Director
involved shall not be qualified to vote thereon, and if for this reason a quorum of the Board cannot
be obtained to vote on such matters, it shall be determined by a Committee of three or more persons
appointed by the Shareholders at a duly called special meeting or a regular meeting. In determining
whether or not a Director or Officer was guilty of negligence or misconduct in relation to any such
matter, the Board of Directors or Committee, as the case may be, may rely conclusively upon an
opinion of independent counsel selected by such Board or Committee. The right to indemnification
herein provided shall not be exclusive of any other rights not inconsistent herewith to which such
Director or Officer may be entitled under the By-Laws of the Corporation, any agreement with the

Corporation, under law, or otherwise.

Articles of Incorporation - Intensiva Hospital of Knoxville, Inc. Page 6
159-69816



IN WITNESS WHEREOF, these Articles of Incorporation have been executed on this. S7%

day of February, 1997,

Incorporator: ,/,//éi/i—q M—-/“

L;rry K. @fs /4

STATE OF MISSOURI )
) SS.
COUNTY OF ST.LOUIS )

I Lynn Phi lipak. Blaeck_ , aNotary Public, do hereby certify that on this S7%
day of F ebrudry, 1997, personally appeared before me Larry K. Harris, who, being by me first duly
sworn, declared that he is the person who signed the foregoing document as Incorporator and that
the statements therein contained are true.

e Dk M’ﬁ/ﬁfw/c_%

Notaty Public v

o X LYNN PHILIPAK BLACK
My commission expires: 4[”,;? 2 ”4/( Notary Public - Notary Seal
STATE OF MISSOURI
St. Louis County
My Commission Expires: 4/22/98

Larry K. Harris

Suelthaus & Walsh, P.C.
Attorney for Incorporator
7733 Forsyth Boulevard
12th Floor

St. Louis, Missouri 63105
Telephone: (314) 727-7676

Articles of Incorporation - Intensiva Hospital of Knoxville, Inc. Page 7
159-69816



Select Specialty Hospitals in Tennessee

Select Specialty Hospital--Memphis
5959 Park Avenue (12th Floor)
Memphis, TN 38119

Select Specialty Hospital--Nashville
2000 Hayes Street, Suite 1502
Nashville, TN 37203

Select Specialty Hospital--Knoxville
1901 Clinch Avenue (4th Floor)
Knoxville, TN 37916

Select Specialty Hospital--North Knoxville
900 East Oak Hill Avenue (4th Floor)
Knoxville, TN 37917

Select Specialty Hospital--Tri-Cities
One Medical Park Boulevard (5th Floor West)
Bristol, TN 37620
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MEDICAL ] o,
Find a Location Near You
e
Home » Locations
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Narrow Your Results
State
City
Zip Code
Driving Distance

Number of Results
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™ Medical Rehabilitation

™ Physical Therapy
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RFJ_],‘“HU KTION $SM Physical Therapy |
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Services | Select Medical

PATIENTS & FAMILIES

Select

MEDICAL

'5

Exceptional Experience.
Compassionate Environment.

Home » Services

Services

About | Employees | Community Relations | Investor Relations

PROFESSIONALS

11/27/13 7:25 AM

SERVICES LOCATIONS CAREERS CONTACT

Our specialty hospitals are designed for medically-complex and critically-ill patients who require a longer acute care

hospitalization. The medical rehabilitation hospitals provide intensive rehabilitation to palients recovering from traumatic

injuries and other serious conditions. Select Medical's Outpatient Division includes outpatient physical rehabilitation centers CONTACT US >

and contract therapy. The outpatient clinics provide a wide range of services including physical therapy, hand therapy, low - 1 . e

back rehabilitation, work injury management, sports performance and other specialized services. Our contract therapy

business provides physical rehabilitation services on a contract basis primarily at nursing homes, hospitals, assisted living

and senior care centers, schools and worksites.

Select Medical is committed to the ongoing effort to sustain high quality. Each year, at least three million hours are devoted to

tracking, reporting, and analyzing the key quality metrics detailedin the 2012 Quality and Corporate Sacial

Responsibility Report.

Long-Term Acute Care Hospitals

Select Medical's long-term acute care hospitals (LTACHS)
primarily operate as Select Specialty Hospitals, Regency
Hospitals and Great Lakes Specialty Hospitals. These hospitals
provide highly specialized care to promote recovery from the

most critical and complex medical conditions. Learn More »

Outpatient Rehabilitation

Our outpatient clinical teams provide preventative and

rehabilitative services that maximize functionality and promote
well-being. Individualized treatment plans are developed to help
achieve each patient's specific goals. These centers also offer
specialized services focusing on areas as diverse as TM| care,

women's health and vestibular rehabilitation. Learn More »

Featured Service

Ventilator Care

http:/ /www.selectmedical.com/services/

Inpatient Rehabilitation Hospitals

Select Medical's highly regarded rehabilitation hospitals provide
comprehensive physical medicine, as well as rehabilitation
programs and services that optimize patient health, function and

quality of life. Learn More »

Business Solutions

Select Medical works with partners to deliver outstanding
outcomes, based on collaborative, interpersonal working
relationships. Select Medical's contract therapy services division,
Select Medical Rehabilitation Services, provides physical,
occupational and speech-language therapy services to skilled

nursing facilities, senior care centers, schools... Learn More »

We understand the feeling of helplessness that often occurs when a loved one cannot
breathe on their own. Being ventilator dependent is a difficult and vulnerable time for both

patients and families. In a typical year, we treat more than 11,000 ventilator dependent

Page 1 of 2
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patients. Our experienced, highly skilled, highly trained ventilator teams provide the hope

and help our patients need.

LEARN MORE >
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Patients and Families Long-Term Acute Care Contact Us

Professionals Inpatient Rehabilitation Request an Appointment
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Locations Business Solutions Find a Location
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Contact Events Listing
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B.I1.A.--Square Footage and Costs Per Square
Footage Chart



B.I11.--Plot Plan
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B.IV.--Floor Plan
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C, Need--3
Service Area Maps
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C, Economic Feasibility--1
Documentation of Construction Cost Estimate



CURRENCE

& GRAY

ARCHITECTS, PLLC

November 27, 2013

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, Ninth Floor

502 Deaderick Street

Nashville, Tennessee 37203

RE: Select Specialty Hospital North Knoxville
Relocation Project

Dear Mrs. Hill;

Please allow this letter to serve as Currence & Gray Architects, PLLC, (C&G's)
acknowledgement that C&G has reviewed Select Medical Corporation's construction cost
estimate of $5,025,000.00 for the renovation of a 23,624-SF nursing floor at North Knoxville
Medical Center. Based on our experience with similar projects and on our knowledge of the
current healthcare design costs, C&G feels that this construction cost estimate is both
reasonable and sufficient for the proposed renovation.

We are basing our review and certification on the current building codes that would apply to the
project. This list shown below is not intended to be inclusive, however it does demonstrate that
the Project will be designed using the latest adopted codes, regulations and rules from the
various Authorities having Jurisdiction (Local, State, and Federal). Please also note that C&G is
a licensed Architect in the State of Tennessee.

Guidelines for the Design and Construction of Health Care Facilities (current)
Rules of the Tennessee Board for Licensing of Healthcare Facilities
International Building Code (IBC)

National Electrical Code (NEC)

National Fire Protection Association Codes (NFPA Codes)

Americans with Disabilities Act (ADA)

Sincerely,

CURRENCE & GRAY ARCHITECTS, PLLC

George W. “Bill” Gray, A.l.A.
CEO

Cc:  Dan Blaker, Select Medical Corporation
Todd Jackson, Brasfield & Gorrie

PARTNERS

JERRY E. CURRENCE, ALA.
GEORGE W. "BILL" GRAY, A.L.A,
MIKE CALLAHAN, A.l.A.

BRAM KEAHEY, ALA,

4500 Burrow Drive

North Little Rock, Arkansas 72116
501.758.7443 / phone
501.753.7309 / fax
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NOV. 26. 2013 3:40PM SELECT MEDICAL CORP, NO. 217 P

Select

MEDICAL

"!

Improving Quality of Life

November 27, 2013

Melanie M. Hill, Executive Director

Tennessee Health Facilities Commission
Andrew Jackson State Office Building, Suite 850
500 Deaderick Sireet

Nashville, Tennessee 37243

Dear Mrs. Hill:

Select Specialty Hospital--North Knoxville is applymg for a Certificate of Need fo relocate from
its current location at Tennova Healthcare in Knoxville, to Tennova’s North Knoxville Medical
Center in Powell, still within Knox County. This will require a capital expenditure estimated at
approximately $6,677,000.

As Select Medical Corporation's Chief Financial Officer responsible for our Knoxville facilities,
I am writing to confirm that Select Specialty Hospital--North Knoxville will fund the project in
cash, and that it cmrrently has sufficient cash reserves to do so.

gnature and Title

Marty Jackson
Executive Vice President, Chief Financial Office
Select Medical Corporation

4714 Gettysburg Road ¢ P.O. Boxz034 * Mechanicsburg, PA170ss = n7.g720100
selectmedical.com
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ORACLE

Applicacions

COMPANY=452 (North ]\'II{JK\'i“t':IZ

Y YTD BALANCE SHEET REPORT

lect Medical Corporation

od: OCT-13 Currency: USD
Submitted: 23-NOV-13 21:29:51

AR Clearing

Contractual adjustments
Allow for doubtful accounts
Other receivables

Prepaid expenses

Other current assets

Total current assets

Affiliates:
Investments in
Advances to

Total affiliates

Property and equipment:
Land

Building and improvements
Assets under capital leases
Furniture and equipment
Asset Clearing

Total fixed asscts

Less accum. deprec

Net val property, plant & equip
Construction in progress

Total property, plant & equip

Other assets:
Deposits
Prepaid rent
Goodwill, net
Other intangibles
Mgmt service agreements
Long term investments
Notes reccivable
Deferred costs, net
Deferred financing costs, net
QOther noncurrent assets

Total noncurrent assets

Total assets

yTD
Current assets:
Cash and cash equivalents 0.00
Accounts receivables:
Patient receivables 4,103,164.74

(1.267,622,98)
(1,759.470 55)
(234,935.91)
0.00

0.00
59,793.57

900,928.87

9,878,274.22

0.00
295,303.94
0.00
1,387,291.91
0.00
1,682,595.85
(1.287,545.45)
395,050.40
3,152.26

398,202.66

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.00
11,177,405.75

RESCKVE

0.00
087827422 | ™" AUAULAB CE

A



COMPANY=452 (North Knoxville)

YTD
Current liabilities:

Notes payable
Current portion of L-T debt:
Seller notes - current 0.00
Notes and mortgages 0.00
Capital leases 0.00
Accounts payable 774,638.41
Accrued expenses:
Payroll 0.00
Yacation 178,830.22
Insurance 0.00
Other 170,188.14

Due to third party payor
Income taxes:

Current

Deferred

Total current liabilitics

L-T debt, net of current portion:

Notes, mortgages & conv. debt
Seller notes - LT
Subordinate debt
Credit facility debt
Capital leases
Other liabilities:
Deferred income taxes
Other L-T liabilities
Total L-T debt & liab
Minority interest:
Capital
Retained earnings

Total minority interest

Shareholders & partners equity:

Common stock

Preferred stock (Class A)

Preferred stock (Class B)

Preferred stock dividends

Distributions

Capital in excess of par

Retained earnings, prior
Current year net income (loss)

Total § & P equity

Total liabilities & equity

(1.399,361.90)

0.00
0.00

(275,705.13)

0.00
0.00
0.00
0.00
0.00

0.00
0.00

0.00

0.00
0.00

0.00

0.00
0.00
0.00
0.00
0.00
1,411,379.90
7,974,397.74
2,067,333.24

11,453,110.88

11,177,405.75
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Licensing Inspection



NOV. 26. 2013 8:11AM SELECT MEDICAL CORP. NO. 201 P 12

I iitie Joint Comimission

May 7, 2013
Re: # 192995

CCHN: #442015

Program; Hospital

Accreditation Expiration Date: Febrnary 08, 2016

Steve Plumlee

Chief Executive Officer

Select Specialty Hospital - North Knoxville
900 Bast Qak Hill Avenue

Knoxville, Tennessee 37917

Dear M. Plumlee;

This letter confirms that your February 06, 2013 - February 07, 2013 unannounced full resurvey was
conducted fot the purposes of assessing compliance with the Medicare conditions for hospitals through

The Joint Commission’s deexned stafus survey process,

Based upon the submission of your evidence of standards compliance on April 05, 2013, the areas of
deficlency Hsted below have been removed, The Joint Commigsion is granting your organizziion an
{ , scoreditation decision of Accredited with an effective date of February 08, 2013. We congratulate you on

your effective resolution, of these deficiencies.

§482.24 Medical Record Services
§482.41 Physical Environment

The Joint Commission is also recommending your organization for continued Medicare certification
effective February 08, 2013, Please note that the Centers for Medicars and Medicaid Services (CMS)
Regional Office (RO) makes the final determination regarding your Medicare purticipation and the
effeotive date of participation in accordance with the regulations at 42 CFR 482.13, Your organization is
encowraged to share a copy of this Medicare recommendation letier with your State Survey Agency.

This recommendation applies to the following location:

Select Specialéy FHospital - North Knoxville, Inc,
900 East Qak Hill Avenue, Knoxville, TN, 37917

We direct your attention to some important Joint Commission policies. First, your Medieare repot is
publicly eccessible as xequired by the Joitt Commission’s agreesent with the Centers for Medicare and
Mediceid Services. Second, Joint Commission policy requires that you inform ug of any changes in the
neme or ownership of your organization, or health oare services you provide.

’ wwwlalntcommissian.arg. Hadddurriera

( One RenhiszancoBoulevard
Dakbrook Terrecs, 1L 60181
630 792 5000 Veioz
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(
Sincerely,
Mark G. Pelletier, RN, MS
Chief Operating Officer
Division of Accreditation and Certification Operations
ce:  CMS/Central Office/Survey & Certification Group/Division of Acute Care Services
CMS/Regional Office 4 /Survey and Certification Staff
7
{
) wirealntcomintadiiaiy; Miin{quartefs
- e Renatssance Boulevard,
Ofbrook Terruss, L0181
£30 792 5000 Yofce

L4 875 o
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STATE OF TENNESSEE
DESARTMENT OF HEAETH
OFFICE OF HEAUTH LICENSURE AND REQULATION
EAsT TENNESSEE REGION
5904 LyoNs VIEW PIKE, BLDG, 1
KnoxviLLe, TENNESSEE 37019

August 15, 2007

Mr. Jocy Sweeney, Administrator
Select Speclalty Hospital — North Knoxville
900 Fast Qak Hill Avenua ;
Knoxville TN 37917

Dear Mr. Sweeneay:

Defidiencies were cited on your annual survey conducted May 30 and 31, 2006. Qn
August 23, 2006, an acceptable Plan of Correction was received In this office.

A revisit was completed August 24, 2006, to verify that your facility had achieved and
maintained compliance. Basad on our revistt, we found that your facility had

detmonstrated compliance with the deficiencies cited. This office is recommending
recettification In the Medlcare and Medicald pragrams.

If you should have any questions concerning this letter, please contact out offica, 865-
Ln88-5656.

Sincerely,

Frrye Nowmfaf_

FHYE Vance; RINI’ B:Sq M!SaN-
Public Health Nurse Consultant Mahager

FV:afl
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STATE OF TENNESSEE
DEPARTMENT OF HEALTH
ORRICE OF HRALTH LICENSURR AND REGULATION
- EasT TENNESSEE REGION .
e B804 LYONS VIEW PIKE, BLDG, 1 SR
KMNOXVILLE, TENNESSEE 370819

Aupust 15, 2006

A MAN RS mataans s T

"

Mg, Vanda Scott, Administrator

. Select Spesialty Bospital-North Kuoxville

900 Bast Oak Hill Averme, 4* Floor
Kaoxville TN 27917

b

Dear Administrator:

Enclosed is 2 Statement of Deficiencies that was developed as a result of the State Licensure Revisit at Select
Specialty Hogpital — N, Knoxyille on July 19 and August 11, 2006. Corrective actioh roust be achieved prior o
September 25, 2006, the- forty-fifth (45”) day from the ending date of the sucvey, A xevisit ey be conducted to
verify cornpliance. . . ' .

Plesse develop a Plan of Correction for the deficiencies cited and return within (10) days after receipt of this letter
to: ’

Health, Care Facilities *

Y.dke Share Pack -
5904 Lyons View Pije, Bldg, 1
Knoxville, TN 37919

“Your POC st contain the following:

O 'What corrective action(s) will be accomplished for those patients fatnd te have been affected
by the deficient practice: -

. wima

O How \al-'ﬂl you identify other patients baving the potential to be affzcted by the same defiojont -

practice and what correttive aotion will be taken.

O ‘What weesuces will be put ito place or what systeraic changes you will make to ensure that
the defigient practice does not recur: and :

0" How will the comeciive action(s) will be monitored to ensuxe the deficient practive will mot
recur; 1.e., what quality assurance programa will be put into place.

" I you have any questions, please do tiot hesitate to call,

Singerely,

N T e

Faye Vance, RN, BS, MEN
Public Health Nurse Congultant Manager

FV:afl
Englosnre: 2567

b4 825 N 19138 Wd80:T ELOT "6 “AoN



NOV. 26. 2013 8:10AM

Division of Health Care Facilities

SELECT MEDICAL CORP.

P. 4

NO. 201

FRIN | EL OB/ 1172006
FORM APPROVED

STATEMENT.OF DEFIGIENGIES 1) PROVIDER/SURPLIER/OLI ; ) N —|
AND PLAN OF CORREGTION L ﬁ;emrmmn NUMBER. O3 MULTIPLE CONSTRUCTION mggﬁfg@/mﬂ
. A BUILDING .
P. WING ;
_ TNPS31148 : 08/41/2006
NAME OF #ROVIDER OR SUPPLIER STREETADPRESS, GITY, STATE, ZF CODE
SELECTSPECIALTY HOSPITAL-NORTH Kiax | ghd @K HILL AVENUE4TH FLOOR
o) ID SUMWARY STATEMENT OF DEFICIENCIES (1] PRQW(BER‘S PLAN QR C;ORIEEGTION [re)
(EACH DEFICIENCY MUST BE PRECEEDED BY
"TAG | NEGULATORY O Lot IDENTIFVINGINEORMATION PHAG | . CROSSRERERENCED R Db | courtere
i s i S S . Cn ol o T . .. DEFIGIENCY) :
H 882 1200-8+1-.06 (4)(k) Basic Hospital Functions H6B2 12008306 (4)(1) -
(4) Nu;slng Sarvices.
. ’ : Findines: A medical tecord revisw, review
(k) Ail orders for drugs, devices and related of fasility policy, Enlu'viewanfi obseryation, the
materials must be in wriling and signed by.the « feility Faifed to,oblain a physicia's, exder for %
practitioner or practitioners responstble for the restraints for one of two patients Téviewed witk :
.care of the patient. Electronic and restraint,
computer-generated records and slgnature A (gl o
entrles are acceptable, When telephone or oral %ﬁ;gﬁm‘;& el
orders niust be used, fhey must be: te or immediately 6fier restrzints are applied
with staff ja mesting on 8/25/08. Also, menitoring
1. “Accepted only by personnel that are + physician initial order has been added to the
authorized to do so by the medical staff policles . audit foim,
and progedures, congistent with federal and state t 5 . :
law;gndnjed = ., ) b Responsible: Nurse Manager, Nursing Staff
( 2: Signed or initialed by the prescribing m*‘f’—“—tr;;":ﬂ‘-z— et ﬁ“."”ﬁ“:f:p“ﬁﬂ:‘:fﬁg‘
pracliioner according to hospital policy. stafF follaw-up and émhcm_
3 Eatlent #d; This eannot be retrospectively
' ’ corrected. The nurse who Was caring for the
*| This Statute s not met as evidenced by: patient at the time of vesiaint eppiication wes
Based on medical record review, review of facllity, not at the stafmeeting mentioned above and was
policy, interview and observatton, the facilily failed provided one-on-one fnsiruoton by the Nurse ‘
fo obtain a physiclan's order for restraints for one Kdamser- '
(#4) of two palients reviewed with restraints. :
The findings included:
Palient # 4 was admitted to the facility on August
7, 2008, with an admisslon diagnosis of
Respiratory Failure with Ventifator. Medical
record review ravealed a nursing note dated
= August 11, 2008, BF4730 Hyh, stalinig "Pehgs T o
pulied on flexiflow tube and appears to have
aspirated tube feeding. Suctioned Targe amount
thick tan sputum. Bllateralwiistrestrainis placed Cm———
for safety.” Medical record raview on August 11, :
20086, at 9:30 am, revealed no physician's order )
for the soft bilateral wrist restraints. Reﬁew/ of the 1
Division of Heallh Care Fagilllies ’ :
TTLE (0R) DATE
‘L- “RATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVES SIENATUMRE CEw 37/ M—/ Q
« W EFORM . GWeH11 if conlinuation sheet 1 ufa
199098 Wd80:C €107 "6l "aoq
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NO. 201 P 5

. PPRQO
Division of Health Cara Facilities _ A . ;
STATEMENT OF DEFICIENCIES :
AND PLAN OF CORREOTION O ERTIE AN KUMBER B eI O CopLEvED
K A. BUILDING
8. wiNG
. TNES531148 < 08/11/2006
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, GITY, STATE, ZIF GODE
SELECT SPECIALTY HOSPITALNORTHKNOX | iabmncy b AVENUE-4TH FLOOR
D SUMMARY STATEMENT OF DEFICIENCIES PROVIDER'S PLAN OF CORREGTION
r%gﬂx (EAGH DEFICIENGY MUET BE PRECEELED BY FULL PR?FIx - (EACH CORRECTIVE ﬂ.CTrOI?gHOULD BE conpiEre
TAG REGULAYORY OR LS IDENTIFYING INFORMATION) < TAG GROSS-REFERENGED.TQ THE APEROPRIATE DATE
T e e T IR B e
H§82| Conbinued From page 1 H 662
17 T fecility's Resteaint and Seciision Policy states i S ST ——— S
®...3, Qbtain a physician's order prior to the
appfication of a restraint In an emergency
sifuation, the need for restraint may oceur 50
quickly that an order cannot be obtained prior to
application. In this shtuation an order must ba
obialned either during the emergency application | — :
or immediately after H";el:] agstraint-haa been 1| 2 1200:81-06 (6) (1)
applied..." Interview with the Nurse Manager on ' ; . : :
August 11, 2006, at 9:46 am, confirmed no Bindiogs: intotiiey o Bt
phyé&loian's order for the application of reskraints obtain a phygician’s order for self- '
was oblzined. Observation on August 11, 2008, - admivistiation of medications; failed to [abel
-| at 11:30 am, revesled the patient was lying in bed one selfadministration medication hoide with
with & fracheostomy tube hooked to T-Bar oxygen a phamsacy label, fhiled to assess a patfent for
tubing with bilateral soft wrist restraints secured Eelg:dnﬂnish'aﬁox-\ ofm&di;ﬂ:l;m ::nd ?ﬂﬁ
to tha bed frame with quick releass ties, fo have g phaumaiiot connsel the patient w
f ‘ L quick i sl adiniteing medictons for one
atient of jentg reviewed f
1200-8-1-.08 (6)(h) Basic Hospltal Functions il e gttt
| (B) P'harmaceuti;:al Services. * POC:  Upon investigating the origin of the .
. non-labeled bottle, the boitle was found 1o 8/25/06
(h) Whenever patients bring drugs inte an originste from the traysforiog hospital (St. '
Institutlon, stch drugs shall not be administered gﬂmy St?éd‘fﬁmmhrmﬂys%m staff meefings,
unless they can be'ldentified and ordered to be tructed the staff to review medisations with
e By s pRYAlGaE) the paticat, patient's family, and physicia.
g ¥y apiy Dotument in the sdmission asseasment any
L . medications brought in fram Rome or the
. . transferring fcility and instruct (he family t
This Statute Is not met as evidenced by: take the mfdmg, Yome. g o
Based on ebservation, medicel record review and - .
Inferview, the facility falled to obtain a physician's Pavient’s who sélfadmindster medieation will do
order for self-administration of medicafions, failed ) o in accordapce with policy and procedure, Staff
fo label one salf-administration medication bottle will be re-educdted on policy and procedurs by
with a phaunacyiahau ,.f:llled._tq.asmsa .a; F;:ﬂ;ggt o August 31,2006, .
for self-administration of redleations and fai . . .
fo have a pharmacist counsel e patient wh:;D ls Responsible;, Nurse Manager, Nursing staff
sel-administering medications for one @#8) o Monitoring: Weekly rounds by Chesge Nu
T hreé patiénls réviewed for medication R . loury
administration. - ey e
The findings included:
Divisian of Heallh Gare Facilles .
STATE FORM o GWoH11 If comjnuation shest 2 679

{

9 4 BC&Y N
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i PRINTED: 08/11/2005
.8 o)
Diivision of Health Care Facilities FRAM/FREDVED
STATEMENT OF DEFICIENCIES
AND PLAN OF GORRECTION o1} PR"“?%%%"{;‘EEE%@ (%2 MULTIPLE CONSTRUGTION 0 DATE SURVEY
; A BUILDING -
B, WING
TNP531148 P : . 08/11/2008
NAME OF PROVIDER OR SUPPLIER STRERT ADDRESS, OITY, STATE, ZIP CODE :
SELECT SPECIALTY HOSPITAL-NORTH KNOY ﬁﬁ%%.‘ﬂ*g&ﬁ‘g%’;??‘”“ i
(X910 SUMMARY STAVEMENT OF DEFICIENCIES | | D FROVIDER'S.PLAN OF CORRECTION (5]
PREFIX {EACH DEFICIENCY MUST BE PRECEEDED BY FuiLL PREFIX (EAGH CORRECTIVE ACTIONSHOULO B [, GoMAETR
, TG REGULATORY OR L5G IDENTIFYING INFORMATION) TAG" .. camaﬁsmq%umopmm “BATE.
" H713| Continued From page 2 - : .
i e T I - 7i E T200-8-1-06 (&) &) T
Patient# 8 was admitted to the facility on July 27, .
2008, with admission diagnoses including ¢ =
Respiratory Fallure, Pelvic Fracture and : Henat#8: . The medi
Pneumonta. Observation on August 11, 2008, at» ; % thl:lx;aedsldefa Itihgztiwgt:m 8711 /06
11:40 am, revealed the following medicafions : £
lylng on the patients overshed table: a nasal et began on. ﬁl*" aondabeled boftle. Jt was
‘| spray prasetiption bottle'dispeised on July28, [ - .. found that the hottlé was nt dispeased
by Select and was fransferred with patient

2006, tabeled Flunisolide 0.25 % 2 sprays every
day (Flunisolide/Flonase); a 45 mi nagal
prescription bottte dispensed on July 2B, 2008, .
labeled Sodium Chloride 0.65'% Spray Solution2 | -
‘| sprays; and a 16 gm nasal spray bottle of i
Fluticasons Proplonate 50 meg wlth na
Instructions or phairhacy label (Flutlcasone i
Propionate/Flovent). Medleal record review
revealed the following physiclan's onders dated
July 27, 2006: Flonase 2 sprays each nostril
every day and Nasal Saline 2 sprays every 4
hours whila awake. Medical record review
revealed no physician's orderfor -
self-adrministration of médicalions, no
assassment for self-administration of medication,
and no pharmaclst's instéutctions for - I
self-administration of medications. Interview with.
the Registered Nurse an August 11, 2008, at 1
11:20 am, confimmed the patient self—admlnisters
the nasal spray because is an “as needed
medication”. Interview with the Pharmacist on
August 11, 2006, at 11:2& am, revealed no -
pafients In the facility self-administer medications:
Interview with the Quality Manager on August 11, ;:
. 1.2008, at 11:30 am, .confitmed,all medications. . | —_— T
bottles should have a pharmagy labe), the palient.| - .
was not assessed to selfFadminister medlcations,

there is no physician's grder for v A ' .
seli-adminisiration of medications and thece are | . — :

no pharmacist's-instructin on how to -

selfadmlnlstar medicaflons. ’

“from St. Mary’s Hospital, The wife was
mstrucbe;d_ 1o take the medization home.

Oivizioh of Heallh Gare Fachites
STATE FORM

b

& GWaH11 iF continuation sheet 3 of 3
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NOV. 26. 2013 8:10AM SELECT MEDICAL CORP. NO. 201 P, 7

+ S wk F DD £ & TS FRINIELL O4719/2000

\ FORM APPROVED
STATEMENT OF DEFICIENCIES PROVIDER/SUPFUER/CLIA : DATE SURVEY
AND PLAN OF CORREGTION & IDEHTIFI'OA']‘IO':IFNUMBER: G LS e o = COMPLETED
- ABULDING  01-MAIN
B, WING R
TNP531148 ' 07/19/2006
NAME OF PROVIDER OR SUPPLIER STREET ADPRESS, GITY, STATE, ZIP GODE '
SELECT SPRCIALYY HOSPITAL-NORTH KNOX | Sr Ot HILL AVERUE4TH FLOOR
X4y 1D SUMMARY STATEMENT OF DEFICIENGIES - D FROVIDER'S PLAN OF CORRECTION 08,
REPR gAcH DE’]GIEHI;TMUS‘I‘ BE PRECEEDED BY FULL PREFIX " (EACHGORRECTIVE ACTION SHOULU Bi: COUMPLETE
TAG Rmml'w INFORMATION) . .TAG .| OCROSSBEEER PROPRIATE DATE
o T o e e A o I pRRceNey)
{H 871} 1200-8-1-, 08 N Bl.uldmg Standards 5."@"“7"!""" ] -IZBELE_ i-" 08 (1) """ . '
‘ (1) “The hospital mustbe oonstruded arrenged . . ¥
and mainfained fo ensure the safety ofthe % %’ ‘:m mﬂ‘;@ :g ;ﬂeﬂm
patient. _ ' corsidor was obstructed with the following:

two acales, three Tift cheir/devieas, one
wheelchair, one patient lift, one small nen

This, Statuta fs not metas evidenced by; :
Based on obseryation, the facility continued to faIl _ cart, mw:mmgoh:::épm“ﬁ?m -
in' assunru;lthe means of ﬁe_ngress “""‘"’{, i . sign stations, syl one epug |
confintiously maintained free from obstruction or /j, - 3
impediments [ full Inskant s In case of fire or JROLS eﬁ“ patient room 433 &fﬁ“!;“m ;gg‘fgg
other emergency (NFPA 101, 7.1:40.1). [ o [CONESTELIO A HGRES 0.
i PP roachings, ‘wheelohairs, Bt'-lxi;s ates are kept
. . ' in this roon, Only yellow jsolation carts for |
g ﬁndlngs mc]_ude. i patients axe kept putside of the patient’s room,
l 5 The Noxse Manager informed staff where
Qbservatlon on May 341, 2008, between 8:30 a.m. squicnont s bestored,

o to 11:00 a.m., revealed the comidor was
: obstructed with the following: one scale, two lift - :
chair/devices, two wheelchairs, one chair, one "I Monitoring: Daily Gharge Nurs rounds,

beige cant, one grey cart, two finen carts; one IV Monthly Safety and Quality Reunds
polg, two blood pressure stations, one bed, and .. .
two housekeeping carts.

Obseryation on July 19, 2006, between 7:30 a.mn.”
and 8:45 d.m., revealed the corridor was
obstructed wrth the followmg two seales, three [ift
ehair/devices, one Wheelchair, one patient [if,
ona small linen cart, one gray cart. four blood
pressure/vital sign stations, and one
houseKeaping cat.

{H 898)] 1200-8-1-.08 (23) Building Standards. {H 893}
(‘.232| A negative air pressure shall be maintalned .
in the soiled ulllity area, toilet raom, janifor " ¢ :
.| closel, dishwashlng and other such soiled ] el ow s 1.
¥paces, and a posiiive gir pressure shall he : : - —
maintained in all ¢lean areas including, but not
limited fo, clean finen rooms and clean utility

roome.
Givision of Heallh Care Facliles -
S TITLE X8} DATE
TRATORYDIREGTOR'S OR PROVIDERISUPPLIER RE?RESEN/ '&meﬁ i CED J )xl/-é
STATE FORM 02nZ22 I senUinustion shaet 1012
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SELECT MEDICAL CORP. NO. 201 P. 8§

- PRINGEL: W IU2008

STATE FORM
|

6 ‘4 BTGP N

% REETEE & PRI .
. : FORM APPROVED
STATEMENT OF DEFICIENCIES I . {42) DATE SURVEY
ITTISTOFPENCENGES [ provibenureiEmEun oy TP cosTRCriON EAS
= A BULDING  01=MAN
4 B, WING R
| TNP531148 . . 07!15/2006
NAME OF PROVIDER OR SUPPLIER STRELT ADORESS, GITY, STATE, ZIP CODE
500 OAK HILL AVENUEJTH FLOOR
SELECT SPECIALTY HOSPITAL-NORTH KNOX KNOXVILLE, TR 87947
(O] SUMMARY aTATﬂ.IENTOF DEFICIENCIES i D . PROVIDER'S PLAN OF CORREGTION ()
PREFIX {EACH DEFICIENCY MUST BE P PREFIX © (EACH CORRECTIVE ACTION SHOULDBE - COKPLETE
TAE_. . REGULATORY OR LSC JDE} ausm-mus mpommnom N as | . caogs -REFERENCED TO THE APPROPRIATE DATE
e T e o y — P [ v . . DEFIGENGY) .. ~
{H 883} | Confinued From page 1 AN iy VRN
i I 1200-8-1-,08.(23) Byilding Stahdards - . - — el —
; H 893
. : Findlugs: Observati Jual t
This Statute is not met as evidenced by: . 08:30 am, revealed ?h?c?fm eﬁ;ﬁgﬂs .
Based on observation, the facility oonﬂnuled to fail- roomy/clean linen room was not provided with
% in malntining posifive air pregsure in a clean ' i i e ﬁo“mamtam ositive preszure,
wility room. - S PRl P
The fidings Inciude; POC:. The dirty lnen room was teminally T1806-
: cleanad due 10 thig moom having positive Tr22/06
‘Observation on May 31, 2006, at 9:55 am., ' préssure. This room Is designated for the
revealed tha clean equipment rgom was not . . Clean linen-cart: Warked with fiost fo ensure
pravlded with ani 2ir supply to malntaln positive air positive preysure is baing maintained Iti (his |
pressure. . room, Nurse Manager reviawed wilh staff the
roorn change and the need to malntaln as
Observation on .lu[y 19, 2008, at 8:30 a.t., designated.
fi !
:zglal:rgst F:l?u?lerg'\:lsqu]em D Monitoring: This om is parmanently
provided with an air supply to ; .
maintaln poslive afr pressurs. desfgnated 23 the clean linen mom, Daily
P P menitaring by Charge Nurse t enaura thia
room is maintalned as designated
Division of Heallh Cars Facilifies ‘
&89 02MNZ22 Ifcominuaton sheet 20f2

122198 W460-T €107 61 "aoN
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POST-LICENSURE REVISIT REPORT LICENSE | . DATE OF REVISIT
NUMBER
, ¢/ 2/?%
STREET ADDRESS, Cl TATE, 1P COoDE
T AP C AL

FrTey

AME OF FACILITY ' -
_ﬁﬁ&éﬁm—'—g“ }J‘f’*@r “’UGW Knﬁ:fndtb{‘\_u -3 R,

*
0 —
é&ed State surveyor for the Tennessee Licensure programs, fo show those deficlencies
eficiencies and Plan of Carrestion, that have been correcied and the
Id be fully identified using the regulation number
if alf deficiencles are not
for the completion of the

This report is completed by a gu
previously reported on the Licensure Staternent of D
date such correétive action was aceomplished. Each deficiency shou
previously shown on the Licensura Statement of Deficiencles and Plan of Correction Form.

correctad, the surveyor should check the block at tha bottom right of this form inclicating the need
Licensure-E, Summary of Deficiencias Not Comrected.

TTEM DATE - —TTEM DATE ~TITEM DATE
| 1200 81 -0 & Lm(%nrmwm 1200 =112 ){) Gomaction 1200 Corréction
emplotad ) Compieted Completad
Lipn Lok | HII3 _§1957106. Y
1200- Gorreotion 1200+ " Comaction | 1200- Correction
Compieted Completed Complated
N A A  flaga o
J 1200- Comectios 1200 Comectian 1200- " Carrection
: Completed completad .~ Completed
' Y D I A
1200- Corvection 1200~ Correction 1200~ Corraction
Completed Complated Completed
S A S —_— P S S
1200~ Camection 200 Comettion 1200~ Coraction
Canmpléted Complated Completed
Y A S N S — o S N S
e
SIE STATE SURVEYOR

REVIEWED BY: | DATE

gﬁ%ﬁ%ﬁgv/w%\ 5// i% / - DA;/%’J #

" ESLLOWUP TO SURVEY COMPLETED ON | TIT, = —
5/ 1/4 (7 O~

0 SEEATTACHED LICENCURE FORM FOR

Form Licensure-B
ANY UNCORRECTED DEFICIENCIES

PH-D161
F 6788

ef

Page

01 "4 8C4P "N ' Peag  Wd60:T EL0T 6l "AoM
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SELECT MEDICAL CORP.

NO. 201 P 1D

' [POST-LICENSURE REVISIT REPORT [ICENSE DATE OF REVISIT
: NUMBER
WIE OF FACILITY . STREET é\Dﬁ:}Ess, CITY, STATE, ZIP CODE
% . - 4 r- Arenve = T E
Soleet Speenty Fhsphi= Worte feusy endle TR %3417

[

This report is completed by a qualifiad State surveyor for the Tennessee Licensure programs, to shovw those deficiencies
. previously reported on the Licensure Statement of Deficiencies and Plan af Carraction, that have been corrscted and the
dale such corrective action was accomplished, Each deficiency should be fully identified using the regulation number

previously shown on the Licensure Statemient of Deficlencies and Plan of Correclion Form. If all deficlencies are not ’

cofrecled, the surveyor should check the block at the bottom right of this form indicaling the need for the complefion of the

/& n

Licansure-E, Summary of Deficiencies Not Correctad.,
[THEm  DAiE TTEM DATE ITEM DATE
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AFFIDAVIT

STATE OF _ TENNESSEE

COUNTY OF DAVIDSON

JOHN WELLBORN, being first duly sworn, says that he is the lawful agent of the applicant
named in this application, that this project will be completed in accordance with the
application to the best of the agent’s knowledge, that the agent has read the directions to this

application, the Rules of the Health Services and Development Agency, and T.C.A. § 68-11-

1601, et seq., and that the responses to this application or any other questions deemed
appropriate by the Health Services and Development Agency are true and complete to the

/ SIGNATURE/TITLE

best of the agent’'s knowledge.

Sworn to and subscribed before me this LYK day of [JZLEN%R, 72 | 3 aNotary

= (Month) (Year)

Public in and for the County/State of ’@N DS /} /lﬂi@i-SSZ z

" NBTARY PUBLIC

g,

\\
My commission expires [ - \ k ; % (:}’ : ““\_\_..‘.fff‘-’?’." 24’

(Month/Day) (Yean) N
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LETTER OF INTENT -- HEALTH SERVICES & DEVELOPMENT AGENCY m
1=

The Publication of Intent is to be published in the News Sentinel, which is a newspaper
of general circulation in Knox County, Tennessee, on December 1, 2013, for one day.

This is to provide official notice to the Health Services and Development Agency and all
interested parties, in accordance with T.C.A. Sections 68-11-1601 et seq., and the Rules
of the Health Services and Development Agency, that Select Specialty Hospital--North
Knoxville (a long term acute care hospital), owned and managed by Select Specialty
Hospital--North Knoxville, Inc. (a corporation), intends to file an application for a
Certificate of Need to relocate within Knox County from its present address at 900 East
Oak Hill Avenue, 4th Floor, Knoxville, TN 37917, to leased space at North Knoxville
Medical Center, Physicians Plaza B, First (Middle) Floor, 7557-B Dannaher Drive,
Powell, TN 37849. The proposed location is a medical office building on the campus of
Tennova Healthcare--North Knoxville Medical Center. The project cost for CON
purposes, which includes the value of space being leased, is estimated at $13,910,744.
Select Specialty Hospital--North Knoxville is licensed by the Board for Licensing Health
Care Facilities for thirty-three (33) long term acute care beds. Its licensed bed
complement will remain the same at the new location. The project does not include any
major medical equipment and it will not add or discontinue any other significant health
service.

The anticipated date of filing the application is on or before December 6, 2013. The
contact person for the project is John Wellborn, who may be reached at Development
Support Group, 4219 Hillsboro Road, Suite 210, Nashville, TN 37215; (615) 665-2022.

Gaf%ﬂ/ %aw éﬁﬁ\-— (Z- /- 3 jwdsg(@comcast.net

J ﬁ’Signamrc) (Date) (E-mail Address)
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TRAUGER & TUKE SUPPLEMENTAL-# 3
ATTORNEYS AT LAW s January 9, 2014
THE SOUTHERN TURF BUILDING ?;2 4:,15pm
222 FOURTH AVENUE NORTH :-14;

NASHVILLE, TENNESSEE 37219-2117 =
TELEPHONE (615) 256-8585
TELECOPIER (815) 256-7444

December 30, 2013

By Hand Delivery

Mark Farber, Deputy Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application CN1312-047
Select Specialty Hospital—North Knoxville

Dear Mr. Farber:

This letter further responds to the Agency’s third request for additional
information on this application and is being submitted in triplicate with the appropriate
affidavits. Enclosed please find in connection with this project:

Lease Agreement dated January 2, 2014
Ground Lease Agreement dated December 12, 2007
First and Second Amendments to Ground Lease Agreement
Thank you for your assistance.
Very truly yours,

S p

Paul W. Ambrosius
Counsel to the Applicant

PWA/kmn



SUPPLEMENTAL-#3
January 9, 2014
4:15pm

LEASE AGREEMENT

THIS LEASE AGREEMENT (“Lease”) is made this " day of January 2014, (the
“Effective Date”) by and between CHP KNOXVILLE PLAZA B MOB OWNER, LLC, a
Tennessee limited liability company (“Landlord”), and SELECT SPECIALTY HOSPITAL -
NORTH KNOXVILLE, INC., a Delaware corporation (“Tenant”).

RECITALS

WHEREAS, Landlord owns a ground lease interest in certain real property (the “Land”)
which is improved by a certain building (the “Building”) as more fully described herein, pursuant
to that certain Agreement between St. Mary’s Health System, Inc. (“Ground Landlord”), and
Emory Development Partners, LLC, as assigned to and assumed by Metro Knoxville HMA, LLC,
and CHP Knoxville Plaza B MOB Owner, LLC, as shown on Exhibit A attached hereto and
incorporated herein by reference (the “Ground Lease”).

WHEREAS, Tenant desires to lease a portion of the Building from Landlord and
Landlord desires to lease a portion of the Building to Tenant, all in accordance with the terms of
this Lease.

AGREEMENTS

In consideration of the mutual covenants herein contained and upon the terms and
conditions herein set forth, the parties hereby agree as follows:

. Premises. Landlord hereby leases to Tenant and Tenant hereby rents from
Landlord, the premises designated as Suite Number 145 in the Building, as shown on Exhibit B
attached hereto and incorporated herein by reference (the “Premises”), together with the right to
use the common areas of the Building as well as all parking areas and other common arcas.
Landlord and Tenant agree that the Premises presently contains a rentable area of twenty-five
thousand seven hundred one (25,701) square feet and that the Building presently contains a
rentable area of seventy-five thousand one hundred nine (75,109) square feet. Rentable area has
been calculated using an agreed upon core factor.

A Term.

(a) This Lease shall be for an initial term of ten (10) years (the “Term”),
beginning on the earliest to occur of: (i) the date the long term acute care hospital operated by
Tenant becomes licensed and begins accepting patients, and (ii) so long as Landlord has
delivered the Premises to Tenant in Delivery Condition (as defined in Section 2(d) below) by the
Estimated Delivery Date, January 1, 2015 (the “Commencement Date”). Reference in this Lease
to the “Term” shall include any renewal term provided for herein, unless the context plainly
requires a contrary meaning. The Commencement Date may be subject to adjustment in
accordance with the provisions of Section 2(d) below.

2645599 v.1
0914815\159232\1528999v3
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SUPPLEMENTAL-#3
January 9, 2014

(b) The term “Lease Year” shall mean the twelve (12) month period beginning
on the Commencement Date and each successive twelve (12) month period thereafter during the
Term (unless the Commencement Date is on other than the first day of a month, in which case
the first Lease Year shall begin on the Commencement Date and shall expire on the last day of
the twelfth (12™) full month immediately following the Commencement Date).

(c) Upon the execution of this Lease by Landlord and Tenant, Landlord and
Tenant shall be bound by all of the terms and conditions of this Lease.

(d In no event later than June 1, 2014 (the “Estimated Delivery Date”),
Landlord shall deliver the Premises as described on Exhibit C (the “Landlord’s Work™) and
deliver the Premises to Tenant in vacant and broom clean conditions with Landlord’s Work
substantially complete (the “Delivery Condition™). If Landlord fails to deliver to Tenant the
Premises in the Delivery Condition by thirty (30) calendar days following the Estimated Delivery
Date, Tenant shall receive a credit against Rent equal to one day’s Base Rent for each day after
the Estimated Delivery Date Landlord fails to deliver the Premises as required. If Landlord has
not delivered to Tenant the Premises in Delivery Condition within sixty (60) days following the
Estimated Delivery Date, Tenant may terminate this Lease at any time by delivering written
notice to Landlord. Notwithstanding the foregoing, if Tenant has failed to delivery evidence to
Landlord of issuance of a Certificate of Need for the Premises by March 1, 2014, then the
Estimated Delivery Date shall be extended one day for each day thereafter that such evidence is
not provided. Further, if evidence of issuance of the Certificate of Need is not provided to
Landlord by December 31, 2014, Landlord may at any time thereafter terminate this Lease until
such time as evidence is provided.

(e) Tenant shall complete all improvements (the “Tenant Improvements”)
other than the Landlord’s Work necessary for Tenant’s use of the Premises. The Tenant
Improvements shall be completed in accordance with Exhibit D. Landlord shall provide to
Tenant a tenant improvement allowance (the “Tenant Allowance™) of $65.00 per rentable square
foot (for a total Tenant Allowance of $1,670,565). The Tenant Allowance shall be paid to
Tenant as set forth on Exhibit D,

H Tenant shall have the right to occupy the Premises from the date on which
Landlord delivers the Premises to Tenant until the Commencement Date in order to construct the
Tenant Improvements and prepare for the opening of the long term acute care hospital to be
operated by Tenant in the Premises. Such occupancy of the Premises prior to the
Commencement Date shall not advance the expiration of the Term of this Lease. All of the terms,
covenants and provisions of this Lease shall apply from the date of occupancy and possession
except that no Rent shall be due.

(2) Notwithstanding anything to the contrary set forth in this Lease, the parties
recognize that the Ground Landlord must agree to certain matters enabling this Lease to be
effective. Accordingly, Tenant’s obligations under this Lease are contingent upon receipt of an
executed consent and non-disturbance agreement between Tenant, Landlord and Ground

0914815\159232\1528999v3
PHBF/ 976777.8
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SUPPLEMENTAL-#3
January 9, 2014
4:15pm

Landlord acceptable to Tenant in its sole, but reasonable, discretion (such agreement, the
“Ground Landlord Consent™). If the Ground Landlord Consent is not received within thirty (30)
days following the Effective Date, Tenant may thereafter terminate this Lease at any time prior to
receipt of the Ground Landlord Consent upon written notice to Landlord. Further, Landlord’s
obligations under this Lease are contingent upon Landlord’s entering into an amendment to the
Master Lease releasing the Premises from Landlord’s occupancy rights (the “Master Lease
Amendment™). If the Master Lease Amendment is not received within thirty (30) days following
the Effective Date, then Tenant may terminate this Lease at any time prior to the receipt of the
Master Lease Amendment.

) Notwithstanding anything to the contrary set forth in this Lease, Tenant
shall have the one-time right to terminate the Lease following the ninetieth (90"‘) month of the
Term, provided that Tenant must deliver to Landlord (i) written notice of such intent and (ii) a
non-refundable “lease termination fee” in the amount of $500,000, payable in five (5) monthly
installments of $100,000 each, payable on the first day of the eighty-fifth (85™) month of the
Term and each of the next four months of the Term, provided, however, that in the event Tenant
elects to terminate the Lease in accordance with this Section, Tenant shall not be obligated to pay
the unamortized portion of the Tenant Allowance as provided in Section 36(c) hereof.

3. Quiet Enjoyment; Ground Lease Covenants,

(a) Tenant, upon the payment of the Rent herein reserved and upon the performance of all
the terms of this Lease, shall at all times during the Term or any extension or renewal thereof
peaceably and quietly enjoy the Premises without any disturbance from Landlord or anyone
claiming by, through or under Landlord, but subject in all events to the terms and provisions of
this Lease and of the Ground Lease, including (but not limited to) any use restrictions contained
in the Ground Lease, as modified by the Ground Landlord Consent. On the Commencement
Date, Tenant shall accept the Building, the Premises and all improvements thereto in their then
existing condition, except as otherwise expressly set forth in this Lease.

(b) Notwithstanding anything to the contrary contained elsewhere in this
Lease, Tenant acknowledges that Landlord, as tenant under the Ground Lease, may desire, from
time to time, to make modifications or amendments to the Ground Lease and Tenant hereby
agrees to be bound by any such modifications or amendments made hereafter to the Ground
Lease, provided that such modifications or amendments do not (i) have a material adverse effect
upon Tenant or Tenant’s use of the Premises or (ii) amend or modify the Ground Landlord
Consent in any way. Accordingly, immediately upon notice to Tenant of any such modification
or amendment hereafter made to the Ground Lease, Tenant agrees that such modification or
amendment shall be construed and enforced as if it had been a part of the Ground Lease prior to
the execution of this Lease, so long as such modification or amendment does not (i) have a
material adverse effect upon Tenant or Tenant’s use of the Premises or (ii) amend or modify the
Ground Landlord Consent in any way. The foregoing provisions of this paragraph shall be self-
operative, but Tenant agrees, within fifteen (15) days after Landlord’s written request, to provide
written confirmation that Tenant is bound by any such modification or amendment specified by
Landlord, to the extent set forth in this Section 3.

3
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SUPPLEMENTAL-#3
January 9, 2014
4:15pm

(c) Landlord covenants and agrees that (i) Landlord shall pay all rent reserved
under the Ground Lease when due and duly perform and observe all of the obligations of
Landlord as tenant under the Ground Lease, and (ii) Landlord shall not voluntarily cancel or
surrender the Ground Lease or, without the prior written consent of Tenant, modify the Ground
Lease in a manner that may materially and adversely impact Tenant’s rights or obligations under
this Lease.

(d) Landlord agrees that upon receipt of Tenant’s written request, Landlord
shall use reasonable efforts (a) to cause Ground Landlord to provide any service for which
Ground Landlord is obligated under the Ground Lease, or (b) to obtain Ground Landlord’s
consent or approval whenever required by the Ground Lease. Landlord further agrees that, if
under the Ground Lease any right or remedy of Landlord or any duty or obligation of Ground
Landlord is subject to or conditioned upon Landlord’s making any demand upon Ground
Landlord or giving any notice or request to Ground Landlord then, if Tenant shall so request in
writing, Landlord shall make such demand or give such notice or request, except that Landlord
shall not be required to request Ground Landlord’s consent or approval with respect to any act or
thing as to which Landlord shall have determined in accordance with this Sublease to withhold
its consent or approval,

4. Rent.

(a) Tenant covenants and agrees to pay to Landlord base rent (the “Base Rent™), in
monthly installments, each due in advance and without demand on the first day of each calendar
month during the Term. Tenant shall also pay and be liable for all rental, sales and use taxes or
other similar taxes, if any, levied or imposed on Base Rent or Additional Rent (as defined below)
payments by any city, county, state or other governmental body having authority to levy the
same. Such payments shall be in addition to all other payments required to be paid to Landlord
by Tenant under the terms of this Lease. Any such payment shall be paid to Landlord
concurrently with the payment of the Base Rent or Additional Rent upon which such tax is
based.” Base Rent and any other amounts payable by Tenant to Landlord under this Lease shall
be sent to Landlord at CHP KNOXVILLE PLAZA B MOB OWNER, LLC, C/O Healthcare
Equity Partners, LLC, 977 Seminole Trail, PMB 344, Charlottesville, VA 22901, or to such
other address as Landlord may specify in a written notice to Tenant in accordance with the
provisions of Section 33 below. The first payment of Base Rent shall be due on the
Commencement Date and shall include the first full monthly payment plus any pro-rated Rent for
the period from the Commencement Date to the first day of the first full calendar month of the
Term. Any Rents or other sums due under this Lease received by Landlord more than ten (10)
days after Landlord gives Tenant written notice that the same are past due shall be subject to a
late charge of three percent (3%) of the amount past due, provided, however, Landlord shall not
be required to give such written notice more than one (1) time in any twelve (12) month period,
and if Tenant again fails to make any such payment within ten (10) days of the date due, within
twelve (12) months of any such notice, Tenant shall pay such late charge of three percent (3%) of
the amount past due. Tenant covenants to pay when due and, except as expressly set forth
elsewhere in this Lease, without abatement, deduction or set-off, the Base Rent provided for
herein and to pay as additional rent when due all other sums, costs, charges and expenses payable
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by Tenant under this Lease, including (but not limited to) all applicable sales, use or excise tax
thereon now or hereafter applied to rental receipts by the state in which the Premises is located,
(but expressly excluding all federal, state and local income taxes, other taxes on income or net
worth, franchise taxes, margin taxes, capital, estate, succession, inheritance, value added or
transfer taxes of Landlord or similar taxes or charges or substitutes therefor) and, in the event of
any non-payment thereof, such sums shall be collected as Rent and Landlord shall have the rights
and remedies provided for herein or by law in the case of non-payment of Rent.

(b) The Base Rent for the first Lease Year shall be Five Hundred Sixty-Four
Thousand Six Hundred Fifty-One Dollars ($564,651) per year, payable in twelve (12)
consecutive, equal monthly payments of Forty-Seven Thousand Fifty-Four Dollars and Twenty-
Five Cents ($47,054.25) each. The Base Rent for each Lease Year during the Term of this Lease,
beginning with the second Lease Year, shall be adjusted as follows: The Base Rent in effect
during the first Lease Year, or during each Lease Year thereafter, as the case may be, shall be
adjusted to equal one hundred three percent (103%) of the Base Rent in effect during the
immediately preceding Lease Year.

(c) Tenant agrees to pay as “Additional Rent” its Proportionate Share (defined below) of
any and all of Landlord’s Expenses (defined below) which arise or accrue during each fiscal year,
or part thereof, during the Term. For purposes of this Section 4(c), Tenant’s Proportionate Share
shall equal the ratio that the rentable area of the Premises (25,701 rsf) bears to the rentable area
of the Building (75,109 rsf). The parties agree that the rentable area of the Premises comprise
34.22 percent (34.22%) of the rentable area of the Building. For purposes of this Section 4(c),
the term “Landlord’s Expenses” shall mean (A) any amounts paid by Landlord pursuant to the
terms of the Ground Lease in connection with parking, common areas and other amenities which
are available for use by Tenant under this Lease, and (B) Landlord’s reasonable operating
expenses to operate, maintain, manage, and repair the Building including but not limited to: (1)
salaries, and other compensation paid to employees of Landlord working full or part time on the
management of the Building, excluding executive personnel; (2) repairs and maintenance of the
common areas of the Building that under generally accepted accounting principles consistently
applied, would not be capitalized; (3) real estate and similar taxes and assessments on the Land
and Building; (4) premiums and other charges incurred by Landlord for insurance on the
Building, including the insurance Landlord is required to carry under this Lease plus other
insurance carried by reasonably prudent operators of comparable Buildings in the metropolitan
area of the Building or required to be carried by Landlord’s lender or mortgagee and workers’
compensation insurance; (5) costs incurred for inspection and servicing, including all outside
maintenance contracts necessary or proper for the maintenance of the common areas of the
Building, such as security, landscaping, snow removal, janitorial and window cleaning, rubbish
removal, exterminating, elevator, electrical, plumbing, and mechanical equipment; (6) costs
incurred for electricity, water, gas, fuel, or other utilities serving the common areas and serving
any tenant spaces; (7) payroll taxes, federal taxes, state and local taxes, and social security taxes
paid for Landlord’s employees working full or part time on the management of the Building,
excluding executive personnel; (8) license, permit, and inspection fees; (9) outside auditor’s fees
for public accounting; and (10) reasonable third party management fees not to exceed 3.5% of the
gross Rents collected for the Building.
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Notwithstanding any other provision of this Lease, L.andlord’s Expenses shall not
include: (i) costs of items considered capital repairs, replacements, improvements and equipment
under generally accepted accounting principles consistently applied or otherwise ("Capital
Items"); (ii) rentals for items (except when needed in connection with normal repairs and
maintenance of permanent systems) which if purchased, rather than rented, would constitute a
Capital Ttem; (iii) costs incurred by Landlord for the repair of damage to the Building, to the
extent that Landlord is reimbursed by insurance proceeds, and costs of all capital replacements,
regardless of whether such repairs are covered by insurance and cost of earthquake repairs in
excess of Twenty-five Thousand Dollars ($25,000) per earthquake; (iv) costs, including permit,
license and inspection costs, incurred with respect to the installation of tenants' or other
occupants' improvements in the Building or incurred in renovating or otherwise improving,
decorating, painting or redecorating vacant space for tenants or other occupants of the Building;
(v) depreciation, amortization and interest payments; (vi) marketing costs including without
limitation leasing commissions, attorneys' fees in connection with the negotiation and preparation
of letters, deal memos, letters of intent, leases, subleases and/or assignments, space planning
costs and other costs and expenses incurred in connection with lease, sublease and/or assignment
negotiations and transactions with present or prospective tenants or other occupants of the
Building; (vii) expenses in connection with services or other benefits which are not offered to
Tenant or for which Tenant is charged for directly but which are provided to another tenant or
occupant of the Building; (viii) any amounts paid to Landlord or to subsidiaries or affiliates of
Landlord for goods and/or services supplied to or in the Building to the extent the same exceeds
the costs of such goods and/or services rendered by unaffiliated third parties on a competitive
basis for comparable buildings; (ix) interest, principal, points and fees on debts or amortization
on any mortgage or mortgages or any other debt instrument encumbering the Building or the
Land or Landlord’s interest in the Ground Lease; (x) Landlord's general corporate overhead and
general and administrative expenses; (xi) rentals and other related expenses incurred in leasing
HVAC systems, elevators or other equipment ordinarily considered to be Capital ltems; (xii)
costs incurred in connection with painting, repairing, maintaining or replacing the roof, exterior,
foundation or any other structural elements of the Building; (xiii) advertising and promotional
expenditures; (xiv) the cost of any electric power used by any tenant in the Building in excess of
the Building standard amount, or electric power costs for which any tenant directly contracts with
the local public service company or of which any tenant is separately metered or sub-metered and
pays Landlord directly; (xv) costs incurred in connection with upgrading the Building and/or
parking areas to comply with the current interpretation of disability, life, fire and safety codes,
ordinances, statutes, or other laws, including, without limitation, the Americans with Disabilities
Act, and including penalties or damages incurred due to such non-compliance; (xvi) tax penalties
incurred as a result of Landlord's negligence, inability or unwillingness to make payments and/or
to file any tax or informational returns when due; (xvii) costs (A) for which Landlord has been
compensated by a management fee, (B) for any management fees in excess of three and one half
percent (3.5%) of gross rents for the Building (in computing such management fees, all amounts
claimed under paragraphs (1) and (10) above will not be added to the fees and expenses of third
party managers for purposes of determining whether three and one half percent (3.5%) of gross
rents collected for the Building is exceeded); (xviii) costs arising from the negligence or fault of
other tenants; (xix) costs arising from the release of hazardous materials or substances in or about
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the Building or the Land in violation of applicable law including, without limitation, hazardous
substances in the ground water or soil, not placed in the Premises, the Building or the Land by
Tenant; (xx) costs arising during the contractual warranty period from construction defects in the
base, shell or core of the Building or improvements installed by Landlord; (xxi) costs for
sculpture, paintings or other objects of art; (xxii) costs (including in connection therewith all
attorneys' fees and costs of settlement judgments and payments in lieu thereof) arising from
claims, disputes or potential disputes in connection with potential or actual claims, litigation or
arbitration pertaining to any tenants, the Landlord, the Building or the Land; (xxiii) costs
associated with the operation of the business of the limited liability company or entity which
constitutes Landlord as the same are distinguished from the costs of operation of the Building,
including entity accounting and legal matters, costs of defending any lawsuits with any
mortgagee (except as the actions of Tenant may be in issue), costs (including attorney’s fees) of
selling, syndicating, financing, mortgaging or hypothecating any of Landlord's interest in the
Building or the Ground Lease; (xxiv) costs of any disputes between Landlord and its employees
(if any), disputes of Landlord with Building management, or fees paid in connection with
disputes with other tenants; (xxv) costs of any "tap fees" or any sewer or water connection fees
for the benefit of any particular tenant in the Building; (xxvi) any costs incurred by Landlord for
use of any portions of the Building to accommodate events including, but not limited to shows,
promotions, kiosks, displays, filming, photography, private events or parties, ceremonies and
advertising beyond the normal expenses otherwise attributable to providing Building services,
such as lighting and HVAC to such public portions of the Building in normal operations during
standard Building hours of operation; (xxvii) any entertainment, dining or travel expenses of
Landlord for any purpose; (xxvii) any "validated" parking for any entity; (xxviii) any "finder’s
fees," brokerage commissions, job placement costs or job advertising cost; (xxix) any
"above-standard" cleaning, including, but not limited to construction cleanup or special cleanings
associated with parties/events and specific tenant requirements in excess of service provided to
Tenant, including related trash collection, removal, hauling and dumping; (xxx) costs occasioned
by casualty or condemnation; (xxxi) depreciation; (xxxii) costs incurred in connection with
supplying goods or services to one or more tenants but not to Tenant; (xxxiii) costs for goods or
services that Tenant pays for directly to Landlord or to third parties but that Landlord supplies to
other tenants of the Building (e.g., janitorial, if Tenant provides its own janitorial); (xxxiv) fines
or penalties of any nature; (xxxv) costs resulting from the negligence or misconduct of Landlord
or its management company, or its or their agents, servants, employees or coniractors; (xxxvi)
utilities and other expenses paid by any other tenant or occupant of the Building; (xxxvii)
salaries, wages and benefits and payroll or wage taxes of any employee of Landlord over the
grade of Building manager; (xxxviii) costs to correct any defaults in the initial construction of the
Building; (xxxix) Landlord’s income taxes, excess profit taxes, franchise taxes or similar taxes;
and (x1) any other expenses which, in accordance with generally accepted accounting principles,
consistently applied, would not normally be treated as operating expenses by comparable
landlords of comparable buildings.

(d) Prior to the commencement of each calendar year, or as soon thereafter as
possible, Landlord shall furnish to Tenant a statement containing Landlord’s reasonable estimate
of Landlord’s Expenses for such year and a calculation of Tenant’s Proportionate Share thereof.
Thereafter, Tenant shall pay to Landlord one-twelfth of the amount of its Proportionate Share on
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each monthly Base Rent payment date until further adjustment pursuant to this paragraph.
Following each year, Landlord shall furnish to Tenant a statement showing the actual Landlord’s
Expenses during the previous year, and Landlord shall compute any charge or credit to Tenant
necessary to adjust Rent previously paid by Tenant to reflect the actual Landlord’s Expenses. If
such statement reveals an underpayment, Tenant shall pay Landlord such underpayment within
thirty (30) days of its receipt of such statement (whether or not this Lease has expired or been
terminated). If such statement reveals an overpayment, Landlord shall credit the next monthly
rental payment of Tenant in an amount equal to such overpayment, or, if the Term has expired,
refund the overpayment to Tenant at the time Landlord send such statement. Payments due under
this Section 4(c) shall be pro-rated for any fiscal year which falls outside the term of this Lease.
The provisions of this Section 4(c) shall survive the expiration or earlier termination of this
Lease.

(e) Tenant shall have the right to audit Landlord’s books and records with
respect to Landlord’s Expenses for the prior calendar year, at Tenant’s sole cost and expense
except as expressly set forth herein. If Tenant elects to audit the books and records for any
calendar year, Tenant shall provide Landlord with notice of such intent within one hundred eighty
(180) calendar days following the end of the year to be audited, and commence such audit within
one hundred twenty (120) days; provided that any failure to provide notice or commence the
audit within such designated time periods shall be deemed a waiver of Tenant’s audit rights with
respect to the applicable year. Tenant shall give Landlord at least 30 days’ notice prior to arrival
of the auditors. Such audit may cover any period during the calendar year. If such audit reveals
that for such calendar year the amounts paid by Tenant on account of Landlord’s Expenses
exceeded the sum which Tenant should have paid, Landlord shall credit such excess payments
against Tenant’s next monthly payment due in accordance with the terms of this Lease, or, if this
Lease has expired, Landlord shall promptly refund such excess payment to Tenant. Additionally,
if such audit reveals that for such calendar year the amounts paid by Tenant on account of
Landlord’s Expenses exceeded by more than 7% the sum which Tenant should have paid, then (i)
Landlord shall promptly pay Tenant for the reasonable cost of such audit upon presentation of an
invoice therefor, and (ii) Tenant shall have the right to audit Landlord’s books and records for any
other periods of the Term, pursuant to the terms of this Section 4(e).

Landlord’s reasonable estimate of Tenant’s Proportionate Share of Landlord’s
Expenses as of the Commencement Date shall be One Hundred Sixty Thousand Six Hundred
Thirty-One Dollars ($160,631) per year, payable in monthly installments of Thirteen Thousand
Three Hundred Eighty-Six Dollars ($13,386), subject to adjustment as set forth above.

5. First Month’s Rent. The first month’s Base Rent and Additional Rent (collectively
“Rent”) in the amount of Sixty Thousand Four Hundred Forty Dollars and Twenty-Five Cents
($60,440.25), representing Base Rent of Forty-Seven Thousand Fifty-Four Dollars and Twenty-
Five Cents ($47,054.25) plus Additional Rent consisting of Landlord’s reasonable estimate of
Tenant’s Proportionate Share of Landlord’s Expenses in the amount of Thirteen Thousand Three
Hundred Eighty-Six Dollars ($13,386) shall be paid on the Commencement Date.
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6. Building Services. Landlord shall, without interruption, furnish the following
services twenty-four hours a day, seven days a week, in accordance with the laws and standards
from time to time prevailing in the operation of medical facilities similar to Tenant’s long term
acute care hospital: heat and air conditioning so as to maintain the Premises in a comfortable
condition; provide gas, water, sewer service, electricity and elevator service at all times; provide
seven (7) day a week, twenty-four (24) hour a day access to the Premises. Tenant will contract
for all other services required for the operation of a long-term acute care hospital, including (but
not limited to) cleaning and janitorial services, dietary, maintenance, laundry and linen, safety
and security. Landlord shall maintain elevators, building common areas, and shall generally
provide, in addition, any other services and maintain and operate the Building in accordance with
the standards of medical facilities similar to Tenant’s long term acute care hospital located in a
comparable metropolitan area. All reasonable and customary costs incurred by Landlord in
connection therewith shall be deemed to be a part of Landlord’s Expenses (subject to the
exclusions expressly contained in Section 4(c)).

Tenant will arrange for medical waste disposal separately and at Tenant’s sole
expense. Tenant shall be solely responsible for and shall promptly pay all charges for telephone
and other communication services. If Tenant requires or utilizes more water, gas or electric
power than is reasonable or normal for a tenant in a medical office building, Landlord may
reasonably determine and require Tenant to pay, as Additional Rent, the additional cost actually
incurred by Landlord as a result of such additional usage.

There shall be no interruption in any building services provided by Landlord
under this Section. If a service is interrupted for any reason beyond Landlord’s reasonable
control, and such interruption continues for more than 72 consecutive hours, Rent payable
hereunder shall abate for the entire period of such interruption.

To the extent Tenant contracts with third parties to provide any of the building services
for which it is responsible, or to provide services to any of its patients/residents, Tenant shall
require that each such provider have liability insurance in the amounts required pursuant to
Section 33(a) below and Tenant agrees to indemnify and hold Landlord harmless from and
against any and all claims or causes of action arising out of the actions or inactions of any such
third party service providers, which indemnification obligation shall expressly survive the
termination or expiration of this Lease.

7. Prohibitions and Limitations on Use.

(a) The Premises shall continuously and at all times during the Term be used
and occupied by Tenant only as a long-term acute care hospital and other related activities
incidental thereto, and for no other purpose, except as expressly permitted in Section 7(c) hereof.

(b) Tenant shall not do or permit anything to be done upon the Premises or any
part thereof, which would:
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() impair or interfere with any services for the proper and economic
heating, cleaning, air-conditioning or other servicing of the Premises or the Building;

(i) cause material damage to the Building or any part thereof;
(iii)  constitute a public or private nuisance;

(iv)  violate any present or future laws or regulations of any
governmental authority having jurisdiction over the Premises or the Building or the business
being conducted therein; or

(v) violate any term or provision'of the Ground Lease.

(c) In the event of a change in the laws or regulations applicable to long-term
acute care hospitals resulting in either substantial reduction or termination of Tenant’s
reimbursement by the Medicare program for services provided at the Premises, then Tenant may
use the Premises for any healthcare-related use, provided that such use: (i) does not violate any
provision of the Ground Lease; and (ii) does not unreasonably disrupt the operations of other
tenants of the Building.

8.  Rules and Regulations.

(a) Tenant covenants, on behalf of itself, its employees, agents, servants, contractors,
licensees and invitees to comply with all reasonable rules and regulations promulgated by
Landlord from time to time with respect to the Premises and the Building so long as such rules
and regulations do not prevent operation of Tenant’s long term acute care hospital or the
provisions of required services to Tenant’s patients. Except for use of the Premises for Tenant’s
intended use, Tenant further covenants that it shall not do, or permit anything to be done in the
Premises, or bring or keep anything therein which will, in any way invalidate or conflict with any
fire and casualty insurance policies on the Building, fixtures, or property kept within. The parties
acknowledge that Tenant’s intended use of the Premises will increase the rate of fire and casualty
insurance on the Building; accordingly, Tenant agrees that it shall be responsible for paying the
increase in such expense arising solely out of such use by Tenant.

(b) Tenant will actively pursue (i) accreditation of the Tenant by the Joint Commission on
Accreditation of Healthcare Organizations (“JCAHO™); (ii) certification as a long-term acute care
hospital under the Medicare program; and (iii) issuance of all necessary federal, state and other
regulatory licenses. Tenant will pay all related applications fees in connection with such
accreditation, certifications and state licensure. Tenant shall pay any fine for failure to comply
with the Medicare certifications and State licensure requirements except in those instances where
failure is due to items covered in this Lease which are the responsibility of the Landlord. Tenant
will perform all of its obligations under this Lease in accordance with applicable federal, state
and local laws and regulations. Tenant will perform all acts necessary to maintain the Tenant as a
long-term acute care hospital for purposes of Medicare certification and state licensure. In the
event that Tenant shall fail to receive either state licensure or Medicare certification as a long-
term acute care hospital within sixty (60) days of receiving an occupancy permit, then either of
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Landlord or Tenant may terminate this Lease without any liability on ten (10) days written notice
to the other party. Additionally, should Tenant ever lose such licensure or certification under the
Medicare program by reason of a change in the laws or regulations applicable (o long-term acute
care hospitals, then Tenant may terminate this Lease without liability upon ten (10) days’ written
notice to Landlord.

(¢) Tenant agrees to provide patient care to its patients in accordance with the standards
for long-term acute care hospitals in the community in which the Premises is located and shall
comply with the community standards for care, except for equipment and services provided by
Landlord.

9.  Maintenance by Tenant and Landlord. (a) Tenant agrees not to deface or commit
waste upon the Premises or in the Building. The common areas in the Building shall not be
obstructed by Tenant or used for any purpose other than those for which they were constructed.
Subject to the provisions of Section 23 below, Tenant shall be responsible for any injury or
damage of any kind or character to the Premises and all parts of the Building, including, but not
limited to, the windows, floors, walls and ceilings, caused by Tenant’s violations of this Section

9(a).

(b) Landlord agrees to maintain and keep the Building in good condition and repair
and replace (when necessary) Landlord-controlled portions of the Building, including, but
not limited to, roof, exterior walls, foundation, structural elements, the heating,
ventilating and air-conditioning systems, and all other mechanical, sprinkler, plumbing
and electrical systems in the Building, including those located within the Premises, as
well as any and all other portions of the Premises or the Building. All repairs made by
Landlord shall be in accordance with applicable laws, rules and ordinances. Without
limiting the generality of the foregoing, all plumbing shall be maintained to allow the
discharge of non-hazardous dialysis solution. Landlord shall maintain the condition of
the Premises in accordance with standards from time to time prevailing in the operation
of medical facilities similar to Tenant’s long-term acute care hospital and in compliance
with all applicable federal, state, and local laws and regulations.

10. Failure to Repair. If Tenant fails, after ten (10) prior days’ written notice from
Landlord, to commence and continuously prosecute any repairs required by the terms of Section
9(a) this Lease to be made by Tenant, Landlord may, at its option (but without being obligated to
do so0), enter upon the Premises at all reasonable hours to make such repairs, and the expense
incurred by Landlord shall be paid by Tenant as Additional Rent upon demand. All rights given
to Landlord herein shall be in addition to any other right or remedy of Landlord contained in this
Lease.

11. Equipment. Tenant may install in the Premises, at Tenant’s sole expense, medical
and other equipment related to its practice, which does not require additional plumbing,
mechanical or electrical installations or services. Tenant shall not, without the prior written
consent of Landlord (which consent shall not be unreasonably withheld, conditioned or delayed),
install any such equipment which will necessitate additions to the plumbing, mechanical or
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electrical installations or services, and if such consent is granted, Tenant shall pay all of the costs
incurred in connection therewith.

12. Tenant’s Improvements. Tenant shall not make any alterations, installations,
additions or improvements to the Premises without Landlord’s prior written consent, (which
consent shall not be unreasonably withheld, conditioned or delayed), and then only by contractors
or mechanics approved by Landlord in the exercise of Landlord’s reasonable discretion. All such
work shall be done at Tenant’s sole expense and shall comply with Section 18 below. All
alterations, installations, additions, or improvements made by Tenant after inception of the Lease,
as well as any initial tenant improvements shall immediately upon completion or installation
thereof be and become the property of Landlord without any payment therefore by Landlord, but
subject to the provisions of this Lease; provided, however, that the Tenant Improvements shall be
owned by Tenant during the Term and provided, further, that all equipment (other than building
service equipment), trade fixtures (including, without limitation, any nurse call system),
moveable partitions, furniture and furnishings installed by Tenant or maintained on the Premises,
even if permanently affixed thereto, shall remain the property of Tenant and Tenant shall be
entitled to remove the same during the Term, provided that Tenant repairs any damage to the
Premises resulting from such removal. Tenant may, but shall not be required to, remove such
equipment, trade fixtures, moveable partitions, furniture and furnishings prior to the expiration or
termination of this Lease. Landlord shall have the right to require when consenting to any
alterations, installments, additions or improvements by Tenant that such alterations, installations,
additions or improvements made by Tenant after inception of the Lease (but not the initial tenant
improvements installed by Landlord), be removed at the expiration or other termination of the
Lease and the Premises restored to its condition prior to the installation thereof and Tenant
hereby agrees, if Landlord so requires when providing consent to the same, to cause the same to
be removed at Tenant’s sole cost and expense. If Tenant fails to remove the same, Landlord may
cause them to be removed at Tenant’s expense and Tenant hereby agrees to reimburse Landlord
for the cost of such removal together with all and any damages which Landlord may suffer by
reason of the failure of Tenant to remove the same. The provisions of this Section 12 shall
survive the expiration or the earlier termination of this Lease.

13.  Surrender. Upon the expiration or the earlier termination of this Lease, Tenant shall
quit and surrender the Premises to Landlord in good order and condition, excepting reasonable
use and wear thereof and damage by fire or other casualty, and Tenant shall remove all of its
personal property from the Premises by the date of expiration or the earlier termination of this
Lease. Tenant shall return to Landlord all keys of offices or other spaces, either furnished to, or
otherwise procured by, Tenant.

14. Right of Entry. Landlord and its agents shall have the right during normal business
hours to enter the Premises, after not less than two (2) days prior notice to Tenant; to examine, to
show the Premises to prospective tenants during the last twelve (12) months of the Term, or to
make such repairs, alterations or improvements as may be deemed necessary or proper. All such
entry (including, without limitation, entry during an emergency) into the Premises shall be in
compliance will all applicable patient privacy laws, and Landlord shall use reasonable efforts to
minimize interruption to the operation of Tenant’s hospital in the Premises. Except for
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emergency repairs, Landlord shall make arrangements with Tenant to make such repairs,
alterations or improvements at such time and in such manner as to not unreasonably interfere
with Tenants use of the Premises. In the event of an emergency, Landlord shall have the right to
enter the Premises at any time and with only such notice as is reasonable in the circumstances.
Provided Landlord complies with this Section 14, Landlord shall not be deemed or held guilty of
an eviction of Tenant; and the Rent reserved shall in no way abate while such repairs, alterations
and improvements are being made; and Tenant shall not be entitled to maintain a set-off or
counter claim for damages against Landlord by reason of loss or interruption to the business of
Tenant because of the prosecution of any such work. If, during the last month of the Term,
Tenant has vacated the Premises and removed all or substantially all of its personal property
thereupon, Landlord may immediately, enter and alter, renovate and redecorate the Premises.
The exercise of such reserved right by Landlord shall not be deemed an eviction of Tenant or a
disturbance of Tenant’s use and possession of the Premises and shall not render Landlord liable
in any manner to Tenant or any other person, nor shall the same constitute grounds for an
abatement of Rent hereunder.

15. Signs. Subject to approval by the Ground Landlord and in compliance with the
requirements and restrictions contained in the Ground Lease, as it may be modified by the
Ground Landlord Consent, Tenant, at Tenant’s sole cost and expense, may place and maintain in
and about the Premises, including on the exterior of the building, in Landlord’s lobby areas and at
the elevators, neat and appropriate signs clearly identifying Tenant and its business therein as
separate and distinct from the business of Landlord. Landlord shall have the right to approve the
placement, design and quantity of all such signs, which approval shall not be unreasonably
withheld. Such signage shall be erected in accordance with any applicable government
regulations. Upon the expiration or earlier termination of this Lease, Tenant shall remove all
signs and repair any damage to the Premises or appurtenant areas caused by the erection,
maintenance, or removal of the signs. Any signs must be consistent in design, size, and
constructions with existing signs and buildings.

16. Telephone and Data.

(a) Data Cabling — The cost and installation of any data cabling to support Tenant’s
computer and information systems within the Premises shall be the responsibility of Tenant. If
Tenant desires to install its own network cabling, that cabling must be done at Tenant’s sole
expense by a licensed contractor who will be responsible for obtaining their own electrical
permit. Prior to installation of any cabling, Tenant must obtain Landlord’s prior written approval
of the location and nature of the cabling, as well as the contractor doing the installation (which
consent shall not be unreasonably withheld, conditioned or delayed). If Tenant installs data
cabling after the date of this Lease, Landlord may, at the time it consents to the installation of
such cabling (or at any time if Landlord does not consent to the installation) request that Tenant
remove such cabling upon the expiration of this Lease (in which case Tenant shall remove such
cabling) and restore any damage caused by such removal.

(b)  Telephone Service — Landlord has coordinated with the local telephone utility to
provide dial tone service in the main Data/Telecom closet on the same floor as the Premises. All
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telephone utility charges, including setup, installation and ongoing service charges will be the
responsibility of Tenant.

17. Assignment and Subletting.  Tenant shall have the right, upon notice to Landlord,
to assign this Lease to any entity controlling, controlled by or under common control with Tenant.
Otherwise, Tenant may not assign its interest in this Lease or sublet all or any portion of the
Premises without Landlord’s prior written consent, which may be granted or withheld in
Landlord’s sole and absolute discretion. No permitted assignment, sublease, mortgage,
encumbrance, subletting or use of the Premises shall constitute a waiver of the provisions of this
Section 17, nor permit any subsequent proscribed act without compliance with this Section 17.
No permitted assignment or sublease shall relieve Tenant of its obligations under this Lease
unless specifically agreed to in writing by Landlord. As used in this Lease, “assign” or
“assignment” shall mean and include any such assignment or transfer, whether voluntary,
involuntary or by operation of law. Any assignee or subtenant must comply with all of the terms
and provisions of this Lease, be bound by all of the restrictions contained in this Lease and any
assignee must assume the obligations of Tenant arising after the effective date of the assignment
in a writing reasonably satisfactory to Landlord. Landlord may assign or transfer its interest in
this Lease without Tenant’s consent, and upon any such assignment or transfer shall be released
from any obligations arising subsequent to such assignment or transfer.

18. Liens. Upon Landlord being named as a defendant in a suit seeking to impose a
mechanic’s, materialman’s or other lien, as a result of any contractor, subcontractor or material
provider performing work for or supplying materials to Tenant, Tenant shall have the right at its
own expense to contest the amount or validity, in whole or in part, of any imposition or the
assertion or claim of any mechanic’s or materialman’s or other lien of any kind by appropriate
proceedings diligently conducted in good faith. Should any mechanic’s or materialman’s or other
lien (whether interlocutory or permanent) be imposed on the Premises or the Building as a result
of such work done or material supplied for Tenant, then in that event Tenant within thirty (30)
days after the establishment of said lien, shall promptly discharge or bond said lien and pay all
costs associated therewith including reasonable attorney fees of Landlord, interest, and penalties.
If Tenant fails to discharge or bond said lien and pay all costs associated therewith within such
thirty (30) day period, then Landlord may pay the amount of said lien and the costs associated
therewith and shall then charge Tenant as Additional Rent due immediately, a sum equal to the
amount paid by Landlord to discharge the lien and for the costs associated therewith, including
reasonable attorney fees of Landlord, plus interest on said sum at the rate of interest then
designated as the “prime rate” by the Wall Street Journal (and if more than one prime rate is
quoted, then the highest prime rate shall be utilized) (the “Prime Rate”), plus five percent (5%)
per annum.

19. Subordination, Attornment and Waiver. Subject to any modifications made in the
Ground Lessor Consent,:

(a) This Lease shall be subject and subordinate to the lien, operation and
effect of the Ground Lease and of any present or future fee or leasehold mortgage or mortgages
upon Landlord’s interest in the Premises, the Building or the Land, irrespective of the time of
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execution or the time of recording of any such mortgage or mortgages; provided, that the holder
of the Ground Lease and any mortgage agree not to disturb Tenant’s possession of the Premises.
The word “mortgage” as used in this Lease, includes mortgages, deeds of trust or other similar
instruments and modifications, extensions, renewals and replacements thereof and any and all
advances thereunder. Notwithstanding the foregoing, this Lease and Tenant’s right to quiet
possession of the Premises shall not be terminated or disturbed in the event of the foreclosure of
any such mortgage or any other transfer in connection therewith, unless an Event of Default has
occurred hereunder. Tenant shall not cause a breach of the provisions of the Ground Lease.

(b) Tenant agrees that upon foreclosure or sale under any mortgage to which
this Lease is now or shall hereafter become subject and subordinate or upon termination of the
Ground Lease, Tenant, will attorn to the mortgagee or purchaser upon foreclosure, or the
landlord, from time to time (“Master Landlord”) under the Ground Lease, as the case may be,
will pay to such mortgagee or purchaser or Master Landlord all the Rents and other moneys
required to be paid by Tenant hereunder after such purchase or foreclosure and perform all of the
other terms required to be performed by Tenant under this Lease. Tenant further agrees that, in
the event the Ground Lease is terminated on account of a default by Landlord thereunder, at the
request of Master Landlord, Tenant shall enter into a new lease with Master Landlord on terms
substantially identical to the terms of this Lease, provided, however, in no event shall Master
Landlord be (i) liable for any breach of any obligation owed by Landlord nor shall Master
Landlord be liable to Tenant for the return to Tenant of (A) any sums on deposit with Landlord,
including, without limitation, security deposits, (B) allowances or inducements made available to
Tenant, including, without limitation, leasehold improvement allowances, unless such sums on
deposit or the cash value of such allowances or inducements are actually transferred by Landlord
to Master Landlord, (ii) subject to any offsets, claims or defenses which Tenant may have against
Landlord, (iii) bound by any payment of Rent which Tenant might have made for more than one
(1) month in advance. Upon Tenant’s written request made to it, Landlord shall request that the
holder of any such mortgage shall execute and deliver to Tenant an instrument, wherein such
mortgagee agrees that so long as no Event of Default has occurred, this Lease and Tenant’s right
to quiet possession of the Premises shall not be terminated or disturbed by such mortgagee.

() Tenant shall have the right to finance and/or lease equipment, trade
fixtures and inventory used in the conduct of its business at the Premises, but may not pledge or
otherwise encumber the leasehold interest created hereby or any portion of the Premises.
Landlord hereby waives any statutory or common law lien Landlord may have in Tenant’s
equipment, trade fixtures, inventory and other personal property. Within fifteen (15) days after
Tenant’s written request, Landlord shall execute, acknowledge and deliver to any lessor of
equipment or to any lender designated by Tenant, a landlord’s waiver or similar document by
which Landlord waives any lien rights it may have with respect to any leased item or collateral
which is located within or is attached to the Premises. Such waiver will provide the designated
lessor or lender with reasonable access to the Premises to recover such leased item or collateral
and shall contain such reasonable and customary terms and conditions as is standard in the
industry at the time of Tenant’s request.
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(d) The provisions of this Section 19 shall survive the expiration or
termination of this Lease.

20. Indemnification of Third Party Claims.

(a) Tenant hereby agrees to indemnify, defend, and hold Landlord harmless
from third party claims: (i) for personal injury, bodily injury, death, property damage or other
incidents occurring in the Premises, unless caused by Landlord, or its agents, employees or
invitees; and (ii) caused by the negligence or willful misconduct of Tenant, its agents, employees,
or invitees. When the claim is caused by the joint negligence or willful misconduct of Tenant
and Landlord or Tenant and a third party unrelated to Tenant, except Tenant’s agents, employees,
or invitees, Tenant’s duty to defend, indemnify, and hold Landlord harmless shall be in
proportion to Tenant’s allocable share of the joint negligence or willful misconduct.

(b) Landlord hereby agrees to indemnify, defend, and hold Tenant harmless
from third party claims: (i) for personal injury, bodily injury, death, property damage or other
incidents occurring in areas outside the Premises, but within the Building, unless caused by
Tenant, or its agents, employees or invitees; and (ii) caused by the negligence or willful
misconduct of Landlord, its agents, employees, or invitees. When the claim is caused by the
joint negligence or willful misconduct of Landlord and Tenant or Landlord and a third party
unrelated to Landlord, except Landlord’s agents, employees, or invitees, Landlord’s duty to
defend, indemnify, and hold Tenant harmless shall be in proportion to Landlord’s allocable share
of the joint negligence or willful misconduct.

(©) The provisions of this Section 20 shall survive the expiration or
termination of this Lease.

21. Tenant Reporting.

(a) Estoppel Certificates. Tenant agrees that, within fifteen (15) days after
written request by Landlord, Tenant will execute, acknowledge, and deliver to Landlord or any
party designated by Landlord, a certificate stating (i) that the Lease is unmodified and in full
force and effect (or if there have been modifications, that the Lease is in full force and effect as
modified, and identifying the modification agreements, or if the Lease is not in full force and
effect, the certificate shall so state) and attaching a true, complete and correct copy of this Lease;
(ii) whether or not there is any existing default by Tenant in the payment of any Rent or other
sum of money under the Lease, and whether or not, to the best of Tenant’s knowledge, there is
any existing default by either party under the Lease with respect to which a notice of default has
been served, and if there is any such default, specifying the nature and extent thereof; (iii)
whether or not Tenant claims any set-offs, defenses, or counterclaims against enforcement of the
obligations to be performed by Tenant under this Lease; and (iv) such other matter or statement
as may be reasonably requested by Landlord or such assignee or mortgagee. Landlord agrees
that, within fifteen (15) days after written request by Tenant, Landlord will execute,
acknowledge, and deliver to Tenant or any assignee or subtenant designated by Tenant, a

16
0914815\159232\1528999v3

PHBF/ 976777.8



SUPPLEMENTAL-#3
January 9, 2014
4:15pm

certificate stating (i) that the Lease is unmodified and in full force and eftfect (or if there have
been modifications, that the Lease is in full force and effect as modified, and identifying the
modification agreements, or if the Lease is not in full force and effect, the certificate shall so
state) and attaching a true, complete and correct copy of this Lease; (ii) whether or not there is
any existing default by Tenant in the payment of any sum of money due Landlord under the
Lease, and whether or not there is any existing default by either party under the Lease with
respect to which a notice of default has been served, and if there is any such default, specifying
the nature and extent thereof, and (iti) such other matter or statement as may be reasonably
requested by Tenant or assignee or subtenant.

(b) Financial Reporting. Upon request by Landlord, Tenant shall provide the

following:

(i) Within thirty (30) days after finalizing the same, unaudited
financial statements of Select Medical Corporation (balance sheet and the related statement of
income and retained earnings) prepared in accordance with generally accepted accounting
principles (“GAAP”), consistently applied, except as otherwise indicated in such statements,
provided that Landlord hereby waives this requirement so long as the foregoing financial
information is publicly available; and

(ii) Within thirty (30) days after finalizing the same, unaudited
financial statements of Select Medical Corporation (balance sheet and the related statement of
income and retained earnings) prepared in accordance with GAAP, consistently applied, except
as otherwise indicated in such statements, along with a certificate of Guarantor’s Chief Financial
Officer certifying that such financial statements are true and correct; provided that Landlord
hereby waives this requirement so long as the foregoing financial information is publicly
available.

22. Notice of Casualty. Tenant shall give Landlord oral or written notice in case of fire
or accidents in the Premises (and, to the extent it affects Tenant, in the Building) promptly after
Tenant learns thereof.

23. Damage or Destruction

(a) If during the term of this Lease the Building or the Premises are damaged
by fire or other casualty, Landlord shall promptly restore the Building and the Premises to their
condition immediately prior to the casualty, Notwithstanding the foregoing, if, pursuant to the
terms of the Ground Lease, Landlord is not required to restore the Building or the Premises, then
Landlord may either restore the Building and the Premises to their condition immediately prior to
the casualty or terminate this Lease. Such election shall be exercised by Landlord by written
notice to Tenant within thirty (30) days after the casualty.

(b) If Landlord chooses or is obligated to restore the Building and the
Premises, it shall prepare or cause to be prepared and delivered to Tenant within thirty (30) days
after the casualty a reasonable estimate of the time needed to restore the Building or the Premises
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to their condition immediately prior to the casualty. If the time period indicated in the notice
exceeds one hundred eighty (180) days from the date of the casualty, Tenant may terminate this
Lease within ten (10) days of receipt of Landlord’s notice. Landlord shall not be responsible to
repair or restore any alterations or improvements made by Tenant or any of Tenant’s machinery,
equipment, trade fixtures, movable partitions, furniture and furnishings.

() Rent shall be equitably abated for any period that the Premises are
destroyed or damaged to the extent that Tenant is substantially prevented from carrying on its
business in the Premises.

24. Landlord’s Insurance. Landlord shall maintain such insurance relating to the
Building and the activities to be conducted therein as is required by the terms of the Ground
Lease from time to time.

25. Mutual Waiver of Subrogation. Notwithstanding any provision of this Lease to the
contrary, Landlord and Tenant waive the right to claim liability (by way of subrogation or
otherwise) against the other party for any loss or damage to the Premises or the Building or the
property of either party, covered or required to be covered under this Lease by insurance. All fire
and other insurance carried by either Landlord or Tenant covering loses arising out of destruction
or damage to the Premises or the Building or their contents shall be written or endorsed to
provide that such insurance is not invalidated by the insured’s waiver of liability prior to the
occurrence of a loss.

26. Condemnation. If the Premises or the Building shall be acquired or condemned in
whole or in part, by eminent domain proceedings, or by purchase in lieu thereof, for any public or
quasi-public use or purpose, then and in that event, the Term shall cease and terminal on the date
that title vests in the condemning authority, and Rent shall be adjusted to such date.

27. Award. In the event of termination of this Lease under Section 25, Tenant shall
have no claim against Landlord for the value of any unexpired term of this Lease. Tenant shall
have no claim against Landlord, other than the adjustment of Rent, or be entitled to any portion
of any amount that may be awarded as damages or paid as a result of such proceedings or as the
result of any agreement by the condemning authority with Landlord. Tenant shall not be entitled
to any portion of the condemnation award for the real property, but this shall not preclude any
claim by Tenant for moving expenses or other statutory reimbursement from the condemning
authority out of other funds, which do not affect Landlord’s potential award.

28. Events of Default.

(a) Each of the following events of default shall be deemed a default by
Tenant and a breach of this Lease (an “Event of Default™):

1) an admission in writing by Tenant of its inability to pay its debts
generally as they become due;
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(1) Tenant’s filing a petition in bankruptcy or for reorganization or for
the adoption of an arrangement under the Bankruptcy Code (as now in effect or as in the future
amended) or an admission seeking the relief therein provided,

(ili)  Tenant’s making an assignment for the benefit of its creditors;

(iv)  Tenant’s consenting to the appointment of a receiver or trustee for
all or a substantial part of its property or to the filing of a petition against it under such
Bankruptcy Code;

(v) Tenant being adjudged a bankrupt;

(vi)  The entry of a court order appointing a receiver or trustee for all or
a substantial part of Tenant’s property or approving as filed in good faith a petition filed against it
under said Bankruptcy Code (in both cases without its consent) which order shall not have been
vacated or set aside or otherwise terminated within sixty (60) days from the date of entry;

(vii)  Failure of Tenant to pay any Rent within five (5) calendar days of
notice from Landlord of such failure; provided, however, that Landlord shall be required to give
notice only twice during any 12-month period,

(viii) Failure by Tenant in the performance of any term, covenant,
agreement or condition of this Lease on the part of Tenant to be performed (other than as
elsewhere set forth in this Section 28(a)), which failure is not cured within thirty (30) days after
written notice thereof is given by Landlord, or if such failure cannot reasonably be cured within
such thirty (30) day period, within such longer period as may reasonably be required, provided
that Tenant commences such cure promptly and pursues such cure diligently until completion;

(ix)  Failure by Tenant to maintain the insurance required by Section 34
below, and such failure shall continue for ten (10) days after written notice thereof is given by
Landlord; or

(x) Any action undertaken by Tenant which results in a violation of the
terms of the Ground Lease.

(b) If an Event of Default shall occur, Landlord shall have the option to do any
of the following in addition to and not in limitation of any other remedy permitted by law or by
this Lease: (i) to re-enter the Premises to dispossess Tenant and all other occupants from the
Premises and to remove any or all of Tenant’s property at the Premises, (ii) to store Tenant’s
property in a public warehouse or elsewhere at the cost, risk, and expense of Tenant, without
Landlord’s being deemed guilty of trespass or becoming liable for any loss or damage which may
occur on Tenant’s property, and (iii) to otherwise dispose of Tenant’s property. '

(© If an Event of Default shall occur, Landlord, in addition to any other
remedies it may have at law, in equity, by statute, or under any other provision of this Lease, shall
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have the right to terminate this Lease, as well as all right, title, and interest of Tenant hereunder,
by giving to Tenant not less than thirty (30) days’ advance written notice of Landlord’s election to
cancel and to terminate this Lease. Upon the expiration of the time fixed in the notice of
termination, this Lease and the balance of the term of this Lease then remaining, as well as all of
the right, title, and interest of Tenant under this Lease, shall expire in the same manner and with
the same force and effect (except for Tenant’s liability as hereinafter set forth) as if the expiration
of the time fixed in the notice of termination were the date upon which the term of this Lease
would normally have expired. Tenant shall then quit and surrender the Premises and each and
every part thereof to Landlord, and Landlord may enter upon the Premises, by summary
proceedings, or otherwise. In any of such events, Landlord shall be entitled to the benefit of all
provisions of the ordinances and public local laws of the city or county where the Premises is
located and of the laws of the state in which the Premises is located dealing with the speedy
recovery of lands and tenements held over by tenants or proceedings in forcible entry and
detainer, whether now or hereafter in force and effect. Upon any entry or re-entry by Landlord,
with or without legal process, Landlord shall also have the right (but not the obligation) to relet
all or any part of the Premises, from time to time, at the risk and expense of Tenant. No re-entry
by Landlord with or without a declaration of termination shall be deemed to be an acceptance or
a surrender of this Lease or as a release of Tenant’s liability for damages under the provisions of
this Section 29.

(d) Tenant further agrees that if an Event of Default shall occur (i)
notwithstanding re-entry by Landlord with or without termination pursuant to the provisions of
subpart (b) or (c) this Section 28, or (ii) if this Lease is otherwise terminated by reason of
Tenant’s default, or (iii) if Landlord retakes possession with or without process of law and/or
re-enters with or without a declaration of termination, or (iv) if Landlord, following any of the
foregoing events, elects to let or relet the Premises (whether once or more than once during the
remainder of the term of this Lease, and upon such conditions as are satisfactory to Landlord)
that Tenant shall, nevertheless, in each instance, remain liable for the performance of any
covenant of this Lease then in default and for all Rent and all other charges and damages that
may be due or sustained before and after the date of default and/or termination, together with the
cost of seizure and repossession of the Premises and reasonable attorney’s fees incurred by
Landlord as a result of the breach of this Lease.

(&) In any of the events described above, Tenant agrees that it will remain
liable to Landlord for liquidated damages to be calculated in either of the following ways:

(i) the Rent that, but for the termination of this Lease, would have
become due during the remainder of the term of this Lease, less the amount or amounts of Rent,
if any, that Landlord shall receive during such period from others to whom the Premises may be
rented net of all costs and expenses incurred by Landlord in connection with Tenant’s default,
including, but not limited to, the cost to repair, restore, renovate, or decorate the Premises for a
new tenant, reasonable attorney’s fees, real estate commissions, the reasonable cost of any legal
actions brought against Tenant, in which case liquidated damages shall be computed and payable
in monthly installments, in advance, on the first day of each calendar month following the
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termination of this Lease and shall continue until the date on which the term of this Lease would
have expired but for such termination; or

(i)  the Rent that, but for the termination of this Lease, would have
become due during the remainder of the term of this Lease, less the fair rental value of the
Premises, as determined by an independent real estate appraiser selected by Landlord, in which
case such liquidated damages shall be discounted to present value, using as a discount factor the
Prime Rate of interest, and shall be payable to Landlord in one lump sum on demand. In no
event shall Landlord be required to account to Tenant for any amounts by which the fair rental
value shall have exceeded the stipulated Rent at the time of such termination.

€)) Suit or suits for the recovery of such deficiency or damages or for a sum
equal to any installment of Rent and other charges payable hereunder may be brought by
Landlord from time to time, at Landlord’s election. Nothing herein contained shall be deemed to
require Landlord to await the date when this Lease or the term of this Lease would have normally
expired had there been no such default by Tenant or no such termination by Landlord, nor shall
Landlord be barred by any claim involving a statute of limitations or other defense should
Landlord delay in filing suit.

(g) No payment received by Landlord from Tenant after re-entry or the
termination of this Lease in any manner shall reinstate, continue, or extend the term of this Lease
or affect any notice theretofore given to Tenant by Landlord or operate as a waiver of the right of
Landlord to recover possession of the Premises by proper suit, action, proceedings, or other
remedy.

(h) If any of the events described in Section 28(a)(i) through Section 28(a)(vi)
shall occur with respect to Landlord or if Landlord shall fail in the performance of any term,
covenant, agreement or condition of this Lease on the part of Landlord to be performed, which
failure is not cured within thirty (30) days after written notice is given by Tenant or if such failure
cannot reasonably be cured within such thirty (30) day period, within such longer period as may
reasonably be required, provided that Landlord commences such cure promptly and pursues such
cure diligently until completion, then Landlord shall be deemed to be in default of this Lease (any
such event being herein referred to as a “Landlord Default”).

(i) If a Landlord Default shall occur, then Tenant shall have available to it any
remedies it may have at law, in equity or by statute and, in addition, shall have the right to
terminate this Lease, by giving to Landlord not less than thirty (30) days advance notice of
Tenant’s election to cancel and terminate this Lease. If the Landlord Default endangers the health
or safety of Tenant’s patients or employees or Tenant’s licensure or accreditation, Tenant may,
upon written notice to Landlord, cure the Landlord Default and offset the cost of such cure
against the next due payment(s) of Rent. Upon the expiration of the time fixed in the notice of
termination, this Lease and the balance of the term of this Lease then remaining, shall expire in
the same manner and with the same force and effect (except for Landlord’s liability in damages to
Tenant as may be available at law, in equity or by statute) as if the expiration of the time fixed in
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the notice of termination were the date upon which the term of this Lease would normally have
expired.

() In the event of a deliberate Tenant Default which results in the termination
of the Lease, Tenant agrees that (i) during the term of this Lease and for a period of five (5) years
following the expiration of the then-current Term of this Lease, Tenant shall not engage, and shall
not cause or permit any of its subsidiaries or any of its affiliates to (each, a “Covered Person”) to
engage directly or indirectly, in any capacity, in any activities that Compete with the business of
developing, owning, operating, leasing or managing a long term acute care hospital facility
within two (2) miles of the Premises. For purposes of this provision, “Compete” means (i) to,
directly or indirectly, conduct, facilitate, participate or engage in, or bid for or otherwise pursue a
business, whether as a principal, sole proprietor, partner, stockholder, or agent of, or consuitant to
or manager for, any Person or in any other capacity, or (ii) to, directly or indirectly, have any
ownership interest in any Person or business which conducts, facilitates, participates or engages
in, or bids for or otherwise pursues a business, whether as a principal, sole proprietor, partner,
stockholder, or agent of, or consultant to or manager for, any Person or in any other capacity.
Notwithstanding the foregoing, this Section 28(j) shall not apply to or in any way prohibit or
restrict any existing ownership interests or operations of a Covered Person as of the Effective
Date of this Lease. The partics recognize and acknowledge that a breach of this Section 28(j) by
Tenant or any of its Affiliates will cause irreparable and material loss and damage to Landlord
and hereby consent to the granting by any court of competent jurisdiction of an injunction or
other equitable relief, without the necessity of posting a bond, cash or otherwise, and without the
necessity of actual monetary loss being proved or Landlord’s establishing the inadequacy of any
remedy at law, and order that the breach or threatened breach of such provisions may be
effectively restrained.

The provisions of this Section 28 shall survive the expiration or the termination of
this Lease.

29, Holding Over. If Tenant holds possession of the Premises after
termination of this Lease or any extension or renewal thereof, this Lease shall become a month to
month Lease. In such event and accounting from the termination of the Lease or any extension or
renewal thereof, the tenancy shall be at one hundred fifty percent (150%) of the Rent payable
prior to such holdover, but otherwise upon all the other terms of this Lease, including the
provisions of this Section 29. Such additional term shall terminate upon thirty (30) days’ notice
from Landlord or Tenant, and if Tenant fails to vacate following such thirty (30) days’ notice
from Landlord, Landlord may treat Tenant as a trespasser and shall be entitled to the benefit of
all provisions of the ordinances and public local laws of the city or county where the Premises is
located and of the laws of the state in which the Premises are located dealing with the speedy
recovery of lands and tenements held over by tenants in forcible entry and detainer, whether now
or hereafter in effect. Nothing contained herein shall be construed as a consent by Landlord to
the occupancy of possession of the Premises by Tenant after the termination of this Lease or any
extension or renewal thereof.
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30.  Waiver.

() The failure of Landlord or Tenant to insist, in any one or more instances,
upon a strict performance of any of the covenants of this Lease, or to exercise any option herein
contained, shall not be construed as a waiver, or a relinquishment for the future, of such covenant
or option, but the same shall continue and remain in full force and effect. The receipt by
Landlord of Rent, with knowledge of the breach of any covenant thereof, shall not be deemed a
waiver of such breach, and no waiver by Landlord of any provision hereof shall be deemed to
have been made unless expressed in writing and signed by Landlord. No waiver by Landlord of
any breach by Tenant (nor any waiver by Tenant of any breach by Landlord) of any of the terms,
covenants, agreements, or conditions of this Lease shall be deemed to constitute a waiver of any
succeeding breach thereof, or a waiver of any breach of any of the other terms, convents,
agreements, and conditions herein contained.

(b) No employees of Landlord or of Landlord’s agents shall have any authority
to accept the keys of the Premises prior to termination of the Lease, and the delivery of keys to
any employee of Landlord or Landlord’s agents shall not operate as a termination of the Lease or
a surrender of the Premises. Nor shall any endorsement or statement on any check or any letter
or other instrument accompanying any check or any letter or other instrument accompanying any
check or payment as Rent be deemed an accord and satisfaction and Landlord may accept such
check or payment without prejudice to Landlord’s right to recover the balance of such Rent or
pursue any other remedy in this Lease provided. The failure of Landlord to enforce any of the
Rules and Regulations made a part of this Lease, or hereafter adopted, against Tenant or any
other tenant in the Building shall not be deemed a waiver of any such Rules and Regulations and
shall not be deemed a breach of this Lease by Landlord.

31. Severability. If any term or provision of this Lease or the application thereof to any
person or circumstances shall, to any extent, be invalid or unenforceable, the remainder of this
Lease or the application of such term or provision to persons or circumstances other than those as
to which it is held invalid or unenforceable, shall not be affected thereby, and each term and
provision of this Lease shall be valid and be enforced to the fullest extent permitted by the law of
the state of Tennessee, which law shall govern all matters pertaining to this Lease.

32. Notices. All notices, demands and requests served by either party under this Lease
shall be in writing. All such notices, demands and requests shall be deemed to have been
properly given if sent by United States certified mail, return receipt requested, postage prepaid, or
by commercial overnight delivery service, addressed (i) if to Landlord, to the address where Rent
payments are then being made pursuant to Section 4 hereof with a copy to Lowndes, Drosdick,
Doster, Kantor & Reed, P.A., PO Box 2809, Orlando, FL 32802-2809, Attn: William T.
Dymond, Esq., or (ii) if to Tenant, then at Select Specialty Hospital — North Knoxville, Inc., c/o
Select Medical Corporation, 4714 Gettysburg Road, Mechanicsburg, PA 17055, Atin:
President, LTACH Division, with a copy to Select Medical Corporation, 4714 Gettysburg Road,
Mechanicsburg, PA 17055, Attn: General Counsel. Any party may designate a change of
address by written notice (complying with the terms of this Section 31) to the other, given at least
ten (10) days’ before such change of address is to become effective. Notices, demands, and
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requests which shall be served by certified mail or overnight delivery in the manner aforesaid
shall be deemed sufficiently served or given for all purposes hereunder at the time such notice,
demand or request shall be tendered for delivery in the case of notice sent by commercial
overnight delivery or three (3) business days after deposit in the United States mail, in the case of
notice sent by certified mail,

33. Liability and Other Insurance,

(a) Select Medical Corporation maintains on its behalf, as well as on behalf of its
subsidiaries and managed entities (including Tenant), Excess Commercial General Liability
Insurance on an “Occurrence” Basis and Excess Professional Liability Insurance on a “Claims
Made” Basis with combined Limits of $10,000,000 Each Occurrence or Claim/$10,000,000
Policy Aggregate excess of a $2,000,000 Self-Insured Retention (SIR) that applies Each
Occurrence or Claim. The policy automatically covers Additional Insureds where required by
written contract and entered into prior to the Occurrence or Claim.

(b) Should any medical professional services be contemplated as part of this Lease,
Tenant shall obtain and maintain Professional Liability insurance including medical professional
liability on an occurrence form with limits not less than Two Million Dollars ($2,000,000) per
claim and Two Million Dollars ($2,000,000) policy aggregate. Should a “Claims Made” policy
be obtained, coverage must be continuously maintained with a retroactive date preceding the
commencement date of this Lease, and shall continue for a period following the expiration or
termination of the Lease that is sufficient to cover any applicable statute of limitations. With
respect to any “Claims Made” professional liability insurance obtained during the term of this
Agreement, which is subsequently terminated for any reason, Tenant shall purchase a new
“Claims Made” policy or a tail coverage insurance policy with an extended reporting period of
not less than two (2) years. For occurrence-based coverage, Tenant shall continuously maintain
policies for a period of not less than two (2) consecutive years following expiration or
termination of the Lease.

(c) Tenant shall maintain Commercial Automobile Liability coverage for any automobile
including, but not limited to, all owned, non-owned, leased, hired and borrowed automobiles
with coverage limits of at least One Million Dollars ($1,000,000) combined single limit per
accident,

(d) Tenant shall maintain Workers’ Compensation coverage subject to the Workers’
Compensation laws of the applicable state and Employer’s Liability coverage in the minimum
amounts of One Million Dollars ($1,000,000) each accident, One Million and Dollars
($1,000,000) Disease — Policy Limit, and One Million Dollars ($1,000,000) Discase - each
employee, or such other amounts as are required by law or available on a voluntary basis.

34. Tenant’s Contractors Insurance. Tenant shall require any contractor of Tenant
performing work in or on the Premises to carry and maintain, at no expense to Landlord such
contractors insurance as is reasonably required by Landlord.
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35. Requirements for Tenant’s Insurance Policies.

(a) The company or companies writing any insurance which Tenant is required
to carry and maintain or cause to be carried or maintained pursuant to this Lease as well as the
form of such insurance shall at all times be subject to Landlord’s approval, which approval shall
not be unreasonably withheld, conditioned or delayed. Tenant’s Commercial General Liability
insurance and Commercial Property insurance policies, and certificates evidencing such
insurance, shall name Landlord and its Management Agent and any lender specified by Landlord
as additional insured on the Commercial General Liability and loss payee on the Commercial
Property and contain a provision by which the insurer agrees that such policy shall not be
canceled or expire except after thirty (30) days’ written notice to Landlord and any other such
persons.

(b) Tenant shall provide Landlord, prior to taking possession of the Premises,
current certificates evidencing all such insurance required under this Lease, and shall provide
additional renewal certificates at least ten (10) days prior to the date any such insurance is to
lapse.

36. Renewal Period.

(a) Provided no Event of Default has occurred and is continuing at the time the
renewal term is to commence, Tenant shall have the option to renew this Lease for two (2)
additional term(s) of five (5) years each, each commencing on the day immediately after the date
on which (but for such renewal) the Term would have expired and terminating the day
immediately preceding the fifth anniversary of such day. In order to exercise such option to
renew, Tenant must notify Landlord in writing of Tenant’s election of such option not less than
six (6) months prior to the date on which (but for such renewal) the Term would have expired. If
Tenant gives such timely written notice to Landlord (and no Event of Default has occurred and is
continuing at the time the renewal becomes effective) this Lease shall be renewed for such five
(5) year term on the same terms and conditions as previously applicable to the Lease, except the
Rent for the renewal period shall be three percent (3%) over the annual Base Rent that Tenant is
paying at the time Tenant gives notice of its intention to renew the Term of this Lease.

(b) Upon the exercise by Tenant of an option to extend, Landlord and Tenant shall
promptly enter into a written supplement to this Lease confirming the terms, conditions and
provisions applicable to the renewal term.

(c¢) If Tenant does not elect to exercise its first renewal of the lease as permitted
pursuant to Paragraph 36(a) above, then Tenant agrees to reimburse Landlord in an amount equal
to the lesser of (i) the unamortized portion of the Tenant Allowance, as shown on the TI
Amortization Schedule (as defined in Exhibit D), or (ii) $10 per rentable square foot.

37. Captions; Choice of Law; Recording. All captions or headings in the margin of this
Lease or preceding the text of individual Sections are inserted solely for convenience of reference
and none of them shall constitute a part of the Lease or affect its meaning, construction or effect.
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This Lease shall be construed, interpreted and enforced in accordance with the laws of the State
in which the Premises is located. Neither party shall record this Lease or any memorandum of
this Lease.

38. Entire Agreement. This Lease contains the entire agreement between the parties,
and any agreement hereafter made shall be ineffective to change, modify, discharge or effect an
abandonment in whole or in part of this Lease or any term hereof, unless such agreement is in
writing and signed by the party against whom enforcement of the change, modification, discharge
or abandonment is sought.

39. Binding Effect/Broker. This Agreement shall be binding upon and shall inure to the
benefit of the parties hereto, and their heirs, personal representatives, successors and assigns.
Landlord and Tenant each represent to the other that it has not dealt with any brokers in
connection with this Lease and that, insofar as it knows, no brokers are entitled to any
commissions in connection herewith except for Landlord’s obligation to Management Agent.
Each of Landlord and Tenant hereby agrees to indemnify, protect and save the other from and
against and all claims, obligations or liabilities arising out of or from any brokers claiming
through them.

40. Landlord Exculpation. If Tenant obtains a money judgment against Landlord under
any provisions of, or with respect to this Lease or on account of any matter, condition or
circumstance arising out of the relationship of the parties under this Lease, Tenant’s occupancy of
the Premises or Landlord’s leasehold ownership of the Building, Tenant shall be entitled to
execute upon such judgment only to the extent of Landlord’s leasehold estate in the Land and the
Building and not out of any other assets of Landlord, any of its members or owners, or its or their
SuCCessors or assigns.

41. Hazardous Materials.

(a) Tenant, at Tenant’s sole cost and expense, shall be responsible for medical,
special and infectious waste removal from the Premises and the maintenance and storage thereof
pending removal, all in accordance with all applicable laws, regulations and orders. Further,
Tenant shall not cause or permit the release or disposal of any Hazardous Material (as defined
below) or any medical, special or infectious wastes, on or about the Premises or the Building
except in accordance with applicable law. Landlord acknowledges and agrees that Tenant will
discharge non-hazardous dialysis solutions from the Premises in accordance with applicable law.

(b) Any Hazardous Material or medical, specials or infectious wastes
permitted on the Premises as provided in Section 42(a). above, and all containers therefore, shall
be used, kept, stored and disposed of in a manner that complies with all Federal, state and local
laws or regulations applicable to any such Hazardous Material. Tenant shall not permit the
mixing or disposal of any Hazardous Material or any medical, special or infectious waste with
the general office refuse and Landlord shall have no duty or obligation to remove any Hazardous
Material or any medical, special or infectious waste from the Premises.
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(©) Tenant shall not discharge, leak or emit, or permit to be discharged, leaked
or emitted, any material into the atmosphere, ground, sewer system or any body of water, if such
material (as reasonably determined by Landlord, or as determined by any governmental authority)
does or may, pollute or contaminate the same, or may adversely affect (a) the health, welfare or
safety of persons, whether located on the Premises or elsewhere, or (b) the condition, use or
enjoyment of the Building or any other real or personal property.

(d) As used herein, the term “Hazardous Material” means (a) any “hazardous
waste” as defined by the Resource Conservation and Recovery Act of 1976, as amended from
time to time, and regulations promulgated thereunder; (b) any “hazardous substance” as defined
by the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as
amended from time to time, and regulations promulgated thereunder; (c) any “oil, petroleum
products, and their by-products”; and (d) any substance which is or becomes regulated by any
Federal, State or local governmental authority.

(e) Tenant shall give immediate notice to Landlord of any violation or
potential violation of the provisions of Section 42(b) above and shall deliver to Landlord
immediately after receipt by Tenant from time to time copies of any correspondence or any
written documents sent to Tenant by (and from Tenant to) any Federal, State and local authorities,
agencies, or bodies relating to Hazardous Materials at or on the Premises. Tenant shall defend,
indemnify and hold harmless Landlord and its agents, officers, members, stockholders and
employees, from and against any claims, demands, penalties, fines, liabilities, settlements,
damages, costs, or expenses (including, without limitation, reasonable attorney and consultant
fees, court costs and litigation expenses) of whatever kind or nature, known or unknown,
contingent or otherwise, arising out of or in any way related to (a) the presence, disposal, release,
or threatened release of any Hazardous Material or medical, special or infections wastes from the
Premises which is on, from, or affecting the soil, water, vegetation, buildings, personal property,
persons, animals, or otherwise; (b) any personal injury (including wrongful death) or property
damage (real or personal) arising out of or related to Hazardous Material, medical, special or
infectious wastes from the Premises; (c) any lawsuit brought or threatened, settlement reached or
government order relating to Hazardous Material, medical, special or infectious waste released
from or on the Premises by Tenant, its employees, contractors, agents or invitees; and/or (d) any
violation of any laws applicable thereto, provided, however, none of the foregoing obligations of
Tenant shall apply with respect to any Hazardous Material which existed on, in or under the
Premises prior to the Commencement Date, unless Tenant handles or disposes of such Hazardous

Materials negligently.

€)) The provisions of this Section 42 shall survive the expiration or the
termination of this Lease. i

42, Attorney’s Fees. In the event of any litigation or similar proceeding arising out of or
in connection with this Lease or Tenant’s occupancy of the Premises, the prevailing party in any
such litigation or other proceeding shall be paid its reasonable attorney’s fees and expenses and
court costs by the party that does not prevail. The provisions of this Section 43 shall survive the
expiration or termination of this Lease.
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43, WAIVER OF TRIAL BY JURY. LANDLORD AND TENANT HEREBY
KNOWINGLY AND VOLUNTARILY WAIVE TRIAL BY JURY IN ANY ACTION OR
PROCEEDING OR COUNTERCLAIM BROUGHT BY EITHER PARTY HERETO
AGAINST THE OTHER PARTY ON ANY AND EVERY MATTER, DIRECTLY OR
INDIRECTLY, ARISING OUT OF OR WITH RESPECT TO THIS LEASE OR THE

PREMISES.

44, Force Majeure. Whenever a period of time is herein prescribed for action to be
taken by Landlord or Tenant, Landlord or Tenant will not be liable or responsible for, and there
will be excluded from the computation for any such period of time, any delays due to strikes,
riots, acts of God, shortages of labor and materials, theft, fire, public enemy, injunction, court
order, requisition of other governmental laws, regulations or restriction or any other causes of any
kind whatsoever which are beyond the reasonable control of Landlord or Tenant. The forgoing,
however, shall not excuse any delay in making any payment due from a party hereto, including,
but not limited to any payment of Rent.

45, Information for Tenant’s Quality Indicators. Landlord will provide
Tenant with Landlord will provide quarterly summary of property maintenance and repair work
orders completed and the time frame it took to complete each order.

46.  Guaranty. Contemporancously with the execution of this Lease, Tenant
shall cause Select Medical Corporation to execute and deliver to Landlord the Guaranty attached

to this Lease as Exhibit E.
[SIGNATURES TO FOLLOW]
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IN WITNESS THEREOF, the parties hereto have duly executed this Lease on the day and

year first above written.
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TENANT:

SELECT SPECIALTY HOSPITAL — NORTH
KNOXVILLE, INC.

vy e of Bl

// 2 me:

“—Title: JAMES J. TALALA
VICE PRESIDENT

LANDLORD:

CHP KNOXVILLE PLAZA B MOB OWNER,
LLC

By: S ~ =
Name:
Title:
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IN WITNESS THEREOF, the parties hereto have duly executed this Lease on the day and

year first above written.

0914815\15923201528999v3
PHBF/ 976777.8

TENANT:

SELECT SPECIALTY HOSPITAL — NORTH
KNOXVILLE, INC.

By:
Name:
Title:

LANDLORD:

CHP KNOXVILLE PLAZA B MOB OWNER,
LLC

By Kot R epn—

Name: Keéviw £. Mg pp ord
Title: SUP
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GROUND LEASE
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GROUND LEASE AGREEMENT

hetween

ST. MARY'S HEALTH SYSTEM, INC,,

as Landlord,

and

EMORY DEVELOPMENT PARTNERS, LLC

as Tenant

December 12th, 2007
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GROUND LEASE AGREEMENT

THIS GROUND LEASE (this "Lease") is made as of the 12th day of December, 2007,
by and between ST. MARY’S HEALTH SYSTEM, INC.,, a Tennessee nonprofit corporation,
("Landlord"), and EMORY DEVELOPMENT PARTNERS, LLC, a Tennessee limited
liability company ("Tenant"), who hereby mutually covenant and agree as follows:

Article I
GRANT AND TERM

1.1 Grant; Premises.

Landlord is the owner of certain real property located in the County of Knox, State of
Tennessee, legally described on Exhibit A attached hereto and made a part hereof (the "Land").
The Landlord wishes to lease that portion of the Land comprising the footprint of the "Physicians
Plaza B" (the "Premises") as shown on the site plan attached hereto as Exhibit B (the "Campus
Site Plan") to the Tenant. For and in consideration of the agreement of Tenant to pay Rent (as
hereinafter defined) and other sums herein provided and to perform the terms, covenants and
conditions herein contained, the full performance and observance of which are hereby agreed to
by Tenant, Landlord hereby leases to Tenant, and Tenant hereby leases from Landlord, the
Premises.

1.2 Term

The term of this Lease shall commence on the date hereof (the "Commencement Date"),
and shall continue in effect for a term of fifty (50) years (the "Imitial Term"), unless sooner
terminated as provided herein. Tenant shall have five (5) consecutive options to renew and
extend the term of this Lease upon the same terms and conditions contained herein for five (5)
consecutive periods of five (5) years each (the "Renewal Terms"), provided that no default
exists at the time of exercise of any such option, unless Landlord waives such default. Such
options shall be exercised by written notice from Tenant to Landlord received by Landlord not
less than one hundred eighty (180) days prior to the expiration of the term, as extended. As used
herein, the term "Lease Year" means a period of twelve (12) consecutive calendar months
beginning on the Commencement Date, and the term shall mean the period from the
Commencement Date through the Expiration Date, as the same may be extended, as aforesaid,

Article IT
PURPOSE

2.1 Purpose

The Tenant intends to construct and operated a medical office building upon the Premises
to be known as Physicians Plaza B ("MOB B") and to lease tenant space in MOB B, MOB B
shall be used and occupied as medical offices, and for no other purposes. The location of
MOB B on the Land is shown on the Campus Site Plan. MOB B will be adjacent to an
ambulatory care center (the "ACC") and a medical office building known as Physicians Plaza A
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owned by Knoxville Equity Partners, LLC ("MOB A") and will share a common atrium lobby
(the "Atrium") with the ACC and MOB A, as shown on the Campus Site Plan.

2.2 Compliance: Restrictions

(a)  Tenant shall not use or occupy the Premises, or permit the Premises to be
used or occupied: (i) contrary to any statute, rule, order, ordinance, requirement or
regulation applicable thereto; (i) in any manner which would violate any certificate of
occupancy affecting the same; (iii) which would cause structural injury to the
improvements; (iv) cause the value or usefulness of the Premises, or any part thereof, to
diminish; or (v) which would constitute a public or private nuisance or waste,

(b)  Neither Tenant nor any Subtenant (as hereinafter defined) shall, nor shall
they permit anyone else to, engage in any activities on the Premises for any purpose
contrary to, or not permitted by, the Ethical and Religious Directives for Catholic Health
Care Services promulgated by the National Conference of Catholic Bishops, as they may
be amended from time to time (the "Directives"), Tenant covenants that no space in the
Premises shall be used in such a manner as to conflict with the Directives, such as
permitting the use of space in the Premises to perform abortions or manage campaigns or
programs that oppose the Directives. In the event that the Premises are wsed in
contravention of the foregoing, Landlord shall be entitled to exercise all rights available
to it to compel compliance with such Directives, including specific performance and
injunctive relief to enforce the terms and provisions of this Lease or any Office Lease (as
hereinafter defined), Landlord acknowledges and agrees that in the event of a prohibited
use of space in the Premises, Landlord shall have the right to terminate this Lease only
for (i) Tenant’s direct violation of the Directives, or (ii) Tenant’s failure to enforce the
Directives against a Subtenant after thirty (30) days’ written notice of such Subtenant’s
violation. This provision shall not prohibit Landlord from terminating any Office Lease
for any violation of this Section.

(¢)  Tenant and all Subtenants (as hereinafter defined), shall not (i) use the
Premises or any improvements now or hereafter constructed thereon for the treatment,
storage, disposal, burial, or placement of any "hazardous substance,” as that term is
defined under the Comprehensive Environmental Response, Compensation and Liability
Act of 1980, as the same may now or hereafter be amended ("CERCLA"), pollutants,
contaminants or any other substance, the treatment, storage, disposal, burial or placement
of which is regulated under any state, federal or local statute, law, rule, regulation or
ordinance, except to the extent that such are generally used in offices or are reasonably
required in the normal practice of any Subtenant's medical specialty, and then only to the
extent permitted by, and in strict compliance with, applicable law, or (ii) release, as that
term is defined in Section 101(22) of CERCLA, or permit the release of any hazardous
substance, pollutants, contaminants or other substances regulated under applicable
federal, state or local statute, rule, regulation or ordinance onto the Premises or into the
subsurface thereof or into any surface or ground waters unless said use or release is in
compliance with all applicable statutes, laws, rules, regulations and ordinances or
pursuant to a valid and current permit or permits from all governmental authorities
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having jurisdiction over the Tenant, the Premises or the use and occupancy of the
Premises by Tenant and the Subtenants. Landlord acknowledges and agrees that
Landlord shall indemnify and hold Tenant and the Subtenants harmless from and against
any and all losses, costs, liabilities and claims relating to the treatment, storage, disposal,
burial or placement of any hazardous substance at the Premises prior to the date Tenant
accepts possession and control of the Premises (the "Possession Date"),

(d)  Tenant shall not use and shall not allow any Subtenant to use the Premises
to provide ancillary or diagnostic services which compete with such services provided by
Landlord without Landlord’s prior written consent, except for services previously
provided by such Subtenant to its patients in Knoxville, Tennessee at its offices on the
campus of St. Mary’s Medical Center, if such Subtenant maintains an office at such
location or such other location in Knoxville if such Subtenant does not maintain an office
on the campus of St. Mary’s Medical Center. Tenant agrees that any physicians employed
by or contracted with Tenant shall be at all times members of the active medical staff at
St, Mary’s Medical Center in Knoxville, Tennessee, except that such physicians shall be
permitted to satisfy this requirement by obtaining medical staff membership at the new
hospital facility being developed by Landlord at the Premises when such facility becomes
licensed and operational.

2.3 Prohibited Use

If the use of the Premises by Tenant or any Subtenant, through no act or fault of Tenant
or such Subtenant should at any time during the Term be prohibited by law, ordinance or other
governmental regulation, or prevented by injunction, this Lease shall remain in full force and
effect, notwithstanding the passage of such law, ordinance, governmental regulation or
injunction; provided, however, that in the event that the uses set forth in Section 2.1 are
prohibited as aforesaid, Tenant shall have the right to use the Premises for any other lawful
purpose not inconsistent with the provisions of Section 2.2 above.

Article IIT
RENT

3.1 Rent

Tenant shall pay to Landlord at 900 East QOak Hill Avenue, Knoxville, Tennessee 37917,
Attn: Chief Financial Officer, or to such other person or at such other place as Landlord may
from time to time designate in writing, annual rent of Thirty-Three Thousand One Hundred
Seventy-Eight Dollars ($33,178) per Lease Year (the "Annual Rent"), to be paid in twelve (12)
equal monthly installments of Two Thousand Seven Hundred Sixty-Four Dollars and 83/100
($2,764.83) in advance on or before the first (1st) day of each and every calendar month during
the Term, commencing on the date the first subtenant occupies space in MOB B construed by
Tenant (the "Rent Commencement Date", without deduction, demand or billing whatsoever,
except that if the Term ends on other than the last day of a calendar year, Annual Rent for such
month shall be prorated on a per diem basis. The Annual Rent shall be increased on the fifth
(5th) anniversary of the Rent Commencement Date (the "Initial Adjustment Date") and on each
successive five (5) year anniversary of such date thereafter during the Term of this Agreement
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(each such fifth anniversary is hereinafter referred to as an "Adjustment Date"), including any
extensions thereof, to an amount equal to the Annual Rent immediately preceding the
Adjustment Date multiplied by a fraction, the numerator of which shall be the index number
("Index Number") indicated on the Consumer Price Index for Wage Earners and Clerical
Workers ("CPI-W") (1982-1984-100) (revised) issued by the Bureau of Labor Statistics of the
United States Department of Labor, under the United States index column, for the month and
year in which the Adjustment Date occurs, and the denominator of which shall be the Index
Number for the month and year in which the immediately preceding Adjustment Date occurred
(or in the case of the first Adjustment Date, the month and year in which the Commencement
Date occurred). If there shall be no CPI-W at the time of any Adjustment Date, the most
comparable substitute index shall be utilized. In no event shall Annual Rent decrease. Landlord
shall notify Tenant in writing of the amount by which the Annual Rent for the applicable Lease
Year shall increase, if at all, as of the applicable Adjustment Date (the "Increase Notice"). On
or before the first day of the next calendar month following Tenant's receipt of the Increase
Notice, Tenant agrees to pay to Landlord any deficiency in Annual Rent paid to Landlord prior
to Tenant’s receipt of the Increase Notice retroactively to the applicable Adjustment Date. Such
Annual Rent, as adjusted in accordance with this Section 3.1 is hereinafter referred to herein as
the "Rent."

3.2 No Setoff

All rents shall be paid to Landlord without demand and without setoff at the offices of
Landlord specified herein, or at such other address as Landlord may from time to time designate
to Tenant by notice in the manner hereinafter provided.

3.3 Net Lease

Except as may otherwise be specifically provided in this Lease or by agreement by the
parties, it is the intention of Landlord and Tenant that the rent herein specified shall be
completely net to Landlord in each year during the term of this Lease, that all costs, expenses
and obligations of every kind relating to the Premises which may arise or become due during the
term of this Lease shall be paid by Tenant, and that Landlord shall be indemnified by Tenant
against such costs, expenses and obligations; provided, however, that Tenant shall be under no
obligation to pay interest on any mortgage on the fee of the Premises, any franchise or income
tax payable by Landlord, or any gift, inheritance, transfer, estate or succession tax by reason of
any present or future law which may be enacted during the term of this Lease. All taxes,
charges, costs and expenses which Tenant is required to pay under this Lease, together with all
interest and penalties that may accrue thereon in the event of Tenant’s failure to pay such
amounts, and all damages, costs and expenses which Landlord may incur by reason of any
default of Tenant or failure on Tenant’s part to comply with the term of this Lease, shall be
deemed to be additional rent hereunder (hereinafter called "Additional Rent"), and, in the event
of nonpayment by Tenant, Landlord shall have all the rights and remedies with respect thereto as
Landlord has for the nonpayment of the above specified Base Annual Rent. This Lease shall be
liberally construed in favor of Landlord to give effect to the above intention of the parties that
this shall be an absolutely net lease. Notwithstanding the foregoing, Tenant shall not be
prohibited from contracting with Landlord for maintenance and utility services.

N KPE 639321 v2
0-0 11/29/2007



SUPPLEMENTAL-#3
January 9, 2014
4:15pm

34 Interest on Late Payments

Each and every installment of Rent and each and every payment of other charges
hereunder which shall not be paid when due and which shall remain unpaid for five (5) days
following written notice to Tenant, shall bear interest at the Default Rate. Interest shall accrue
from the date when the payment or other charge is due under the terms of this Lease until the
same shall be paid,

Article 1V
EASEMENTS

4.1 Vehicular Access Easements

Landlord hereby grants to Tenant, and its successors and assigns, for so long as this
Lease is in force and effect, a non-exclusive access easement on, over, across and through such
paved roads, driveways and Parking Areas (as defined below) as may be now or hereafter located
on the Land for the purpose of providing Tenant, its successors and assigns, and its permittees
with vehicular ingress to, egress from, and access between the Premises, MOB B and adjacent
streets, roadways and rights-of-way.,

42 Pedestrian Access Easements

Landlord hereby grants to Tenant, and its successors and assigns, for so long as this
Agreement is in force and effect, a non-exclusive access easement on, over, across and through
such paved driveways, sidewalks, Parking Areas (as defined below) and common areas of
MOBRB B, the ACC and the Atrium as may be now or hereafter located on the Land for the
purpose of providing Tenant, its successors and assigns, and its permittees with pedestrian
ingress to, egress from, and access between the Premises, MOB B, the ACC, the Atrium, the
Parking Areas and adjacent streets, roadways and rights-of-way.

4.3 Parking Basements

Landlord hereby grants to Tenant, and its successors and assigns, for so long as this
Lease is in force and effect, a non-exclusive easement for ingress to and egress from and for
parking of motor vehicles on, in and upon the surface parking lots and parking garages or
structures located upon the Land and shown on the Campus Site Plan (the "Parking Areas") for
the purpose of providing Tenant, its successors and assigns, and its permittees with parking
privileges. Landlord shall have the right to (a) reconfigure the layout of any Parking Area,
(b) close temporarily any portion of the Parking Areas if necessary for repairs and maintenance
provided that Landlord is diligently completing such repairs and maintenance at all times such
areas are closed, (¢) permanently close and/or remove parking spaces and drives in the Parking
Areas or (d) construct additional buildings and facilities that will be entitled to the non-exclusive
use of the Parking Areas, so long as the sum of the number of parking spaces remaining available
for use by Tenant and its permittees in the Parking Areas labeled "A", "B" and "C" on the
Campus Site Plan thereafter equals not less than the number of parking spaces necessary to
comply with all applicable governmental requirements regarding the total number of spaces
required for MOB B. The easement rights granted herein are not exclusive; provided, however,
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that Landlord covenants to restrict use of the Parking Areas by parties other than Tenant, its
successors and assigns, and its permittees in order to allow Tenant, its successors and assigns,
and its permittees the use of the minimum number of parking spaces in Parking Areas "A", "B"
and "C" required by all applicable laws, rules or regulations for MOB B.

4.4 Utility and Communication Easements

Landlord hereby grants, conveys and encumbers the Land with perpetual non-exclusive
easements for passage, construction, installation, maintenance, repair, replacement and use of
utility lines, pipes, wires, conduits, flues, ducts, lines and other equipment including without
limitation, electricity, gas, water, communications, sewer and storm drainage from the
surrounding public thoroughfares to MOB B and the Premises as described in Exhibit C attached
hereto. The location of such Utility and Communication Easements shall be subject to the
approval of the Landlord, which approval shall not be unreasonably withheld, conditioned or
delayed.

4.5 Storm Drainage Easements

Landlord hereby grants, conveys and encumbers the Land with perpetual non-exclusive
easements for storm and surface water drainage for the benefit of the Premises and MOB B in,
on, under, over, above, across and through the entirety of the Land for the purpose of providing
surface and storm water drainage.

4.6 Common Component Easements

Landlord hereby grants, conveys and encumbers the Land with perpetual non-exclusive
easements for the purpose of furnishing connection, support and attachment to walls, footings,
foundations, slabs, roofs and other structural systems of MOB B to the Atrium and the
maintenance, repair and replacement of the same.

47 Easements Run With the Land.

All easements described in this Article shall be perpetual and for the use and benefit of
MOB B and the Premises as the case may be. All obligations imposed upon Landlord and
Tenant, their successors and assigns, and all future owners of all or any portion of the property
encumbered or benefited hereby shall run with the land,

TO HAVE AND TO HOLD the above described easements and rights unto Tenant and
its successors and assigns, and Landlord hereby binds itself and its successors and assigns to
warrant and defend, all and singular, such easements unto Tenant, and its successors and assigns,
against every person whomsoever lawfully claiming or to claim the same or any part thereof.

4,8  No Rights Created in the General Public.

The easements and rights and privileges pertaining thereto are created for the owner of
MOB B, the Owner of Landlord’s Facility and the use and benefit of the Premises and (except as
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otherwise provided herein) its agents, business guests and invitees. No rights or privileges are
intended to be created or established for the benefit of the general public.

Article V
IMPOSITIONS

5.1 Payment by Tenant

(@  Tenant shall pay directly to the applicable tax authorities, before
delinquent, as additional rent for the Premises, all taxes and assessments, general and
special, water rates and all other impositions, ordinary and extraordinary, of every kind
and nature whatsoever, which may be levied, assessed or imposed upon the Premises, or
any part thereof, or upon any improvements at any time situated thereon, accruing or
becoming due and payable during the Term ("Impositions"); provided, however, that the
general taxes levied against the Premises shall be prorated between Landlord and Tenant
as of the Commencement Date and the Expiration Date of the Term for the appropriate
Lease Year of the Term (on the basis of Landlord’s reasonable estimate thereof).

(b) If the Premises ar¢ not separately assessed, upon request of Tenant,
Landlord shall use its best efforts to cause the Impositions on the Premises and on the
Improvements thereon or thereto to be assessed and billed to Tenant separately from any
adjoining properties; provided, however, that upon written notice to Landlord, Tenant
shall have the right (but not the obligation) to cause such separate assessment and billing.

If the Impositions on the Premises are separately assessed and billed to Tenant,
Tenant shall furnish to Landlord evidence of the payment thereof within ten (10) days
after the date on which said Impositions would become delinquent. Such evidence shall
be sent to each place designated in this Lease for the giving of notices to Landlord.

In the event any Impositions on the Premises are separately assessed but are billed
to Landlord, Tenant shall pay the same to the appropriate taxing authority, on the later of
(i) ten (10) days after receipt of a bill therefor from Landlord, or (ii) the date on which
said Impositions would become delinquent,

In the event any Impositions on the Premises are not separately assessed but are
assessed together with any taxes and assessments on a larger parcel which includes the
Premises (the "Main Parcel"), Tenant shall pay to Landlord the Impositions on the
Premises as levied or assessed by the applicable taxing authority, which shall be
determined by reference to the records of said taxing authority, including, without
fimitation, the work sheets and documents compiled by such taxing authority or the
applicable assessor's office. In the event it is not possible to determine the Impositions
applicable to the Premises or Improvements thereto by reference to the foregoing records,
Tenant shall pay to Landlord its proportionate share of such Impositions on the Main
Parcel, which share shall be calculated as follows:

(i)  As to any Impositions on land, Tenant's share shall be a fractional
portion of the taxes and/or assessments assessed against the land comprising the
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Main Parcel, the numerator of which shall be number of square feet of land
included within the Premises and the denominator of which shall be the number
of square feet of land included within the Main Parcel.

(if)  As to any Impositions on Improvements, Tenant's share shall be a
fractional portion of the taxes and/or assessments assessed against all the
improvements on the Main Parcel, the numerator of which shall be the appraised
value of the buildings on the Premises and the denominator of which shall be the
total appraised value of all buildings on the Main Parcel, as determined by an
appraiser jointly selected by Landlord and Tenant.

In such event (A) the Impositions shall be paid by Tenant to Landlord on or
before the later of (i) ten (10) days after receipt of a bill therefor from Landlord, or
(i) the date on which said Impositions would become delinquent, and (B) Landlord shall
pay the Impositions and taxes and assessments on the Premises and such Main Parcel on
or before the date any such taxes and assessments would become delinquent, If said
Impositions are not paid by Tenant on or before such due date, Tenant shall pay to
Landlord together with such taxes an amount equal to interest on such Impositions from
the due date until paid at the Default Rate (as defined herein).

52 Alternative Taxes

If at any time during the Term the method of taxation prevailing at the commencement of
the Term shall be altered so that any new tax, assessment, levy, imposition or charge, or any part
thereof, shall be measured by or be based in whole or in part upon the Lease or the Premises, or
the Rent, additional rent or other income therefrom and shall be imposed upon Landlord, then all
such taxes, assessments, levies, impositions or charges, or the part thereof, to the extent that they
are so measured or based, shall be deemed to be included within the term Impositions for the
purposes thereof to the extent that such Impositions would be payable if the Premises was the
only property of Landlord subject to such Impositions, and Tenant shall pay and discharge the
same as herein provided in respect of the payment of Impositions. There shall be excluded from
Impositions all federal income taxes, federal excess profit taxes, franchise, capital stock and
federal or state estate or inheritance taxes of Landlord.

5.3 Evidence of Payment

Tenant shall deliver to Landlord duplicate receipts or photostatic copies thereof showing
the payments of all Impositions to be paid by Tenant, within thirty (30) days after the respective
payments evidenced thereby. Landlord shall deliver to Tenant duplicate receipts or photostatic
copies thereof showing the payments of all Impositions to be paid by Landlord, within thirty (30)
days after the respective payments evidenced thereby.

5.4  Right to Contest

Tenant, at its expense, may, with reasonable due diligence, contest (by appropriate legal
proceedings conducted in good fajth and in accordance with all applicable requirements imposed
in connection with such proceedings), the amount, validity or application, in whole or part, of
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any Imposition, provided that Tenant shall give Landlord prior written notice of such contest.
Upon the termination of such proceedings, Tenant shall deliver to Landlord proof of the amount
of the Impositions as finally determined in such proceedings. Tenant shall be entitled to any
refund of any such Impositions and penalties or interest thereon which have been paid by Tenant,
Tenant shall indernnify and hold harmless Landlord from responsibility, financial or otherwise,
arising out of any such proceedings.

Article VI
INSURANCE

6.1 Kinds: Amounts

As additional rent for the Premises, Tenant shall procure and maintain policies of
insurance, at its own cost and expense, insuring;:

(a)  The improvements at any time situated upon the Premises against loss or
damage by fire, lightning, wind storm, hail storm, aircraft, vehicles, smoke, explosion,
riot or civil commotion as provided by the all risk form of property damage policy. The
insurance coverage shall be for not less than 100% of the full replacement cost of such
improvements with all proceeds of insurance payable to Tenant. The full replacement
cost of improvements shall be determined every five (5) years by Tenant’s insurance
carrier;

(b)  Landlord and Tenant from all claims, demands or actions for injury to or
death of any person in an amount of not less than $3,000,000, for injury to or death of
more than one (1) person in any one (1) occurrence in an amount of not less than
$5,000,000, and for damage to property in an amount of not less than $1,000,000 made
by, or on behalf of, any person or persons, firm or corporation arising from, related to or
connected with the Premises. Said insurance shall comprehend full coverage of the
indemnity set forth in Section 13.1 hereof;

() Landlord and Tenant for loss or damage by boiler or internal explosion or
break down of boilers; and

(d)  Tenant from all worker’s compensation claims.

6.2 Form of Insurance Policies

The aforesaid insurance shall be in companies and in form and substance reasonably
satisfactory to Landlord. Landlord agrees that the foregoing coverages may be satisfied by a so-
called "blanket" policy of insurance containing reasonable and customary deductibles. The
aforesaid insurance shall not be subject to cancellation except after at least thirty days prior
written notice to Landlord. Certificates of insurance evidencing such coverages, together with
satisfactory evidence of payment of the premiums thereon, shall be deposited with Landlord at
the Commencement Date, and renewals thereof shall be delivered to Landlord not less than ten
days prior to the end of the term of each such coverage.
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6.3 Mutual Waiver of Subrogation Rights

Tenant and Landlord shall each require that all policies of insurance carried by each of
them covering their respective interests in any property in, on, and about the Premises or the
Land contain or be endorsed with a provision by which the insurer shall waive its right of
subrogation against Landlord and Tenant. Tenant shall not be liable to Landlord for any
insurable damage to the Premises or MOB B or to other buildings of Landlord on the Land
regardless of cause, and Landlord hereby releases Tenant from any such liability, Landlord shall
not be liable to Tenant for any insurable damage to the Premises or MOB B or any of Tenant’s
property in or about MOB B or the Premises regardless of the cause, and Tenant hereby releases
Landlord from any such liability. These mutual releases shall be applicable and in force only
with respect to loss or damage covered by the releasing party's insurance and occurring during
such time as the releasing party’s applicable insurance policies contain a clause or endorsement
to the effect that any such release shall not adversely affect or impair such policy or the right of
the releasing party to recover thereunder. Landlord and Tenant each hereby agree to use their
best efforts to cause their respective policies to contain such clause or endorsement, and to
expressly advise the other if such clause or endorsement is not obtained.

Article VII
DAMAGE OR DESTRUCTION

7.1 Damage and Destruction

Notwithstanding the provisions of Section 9.1 hereof, if MOB B shall be damaged by fire
or other casualty (any of the foregoing being hereinafter called a "Casualty"), Tenant shall,
within thirty (30) days of the date of such Casualty, cause an architect licensed in the State of
Tennessee to deliver to both Landlord and Tenant in writing, such architect’s good faith opinion
(hereinafter, the "Architect’s Opinion") as to) (i) the length of time required to cause the
Premises to be repaired and restored substantially to the same condition existing prior to the
Casualty and (ii) the estimated cost of such repairs and restorations. If said Architect’s Opinion
indicates that such repairs and restoration shall take in excess of twelve (12) months from the
expiration of the Notice Period (as hereinafter defined), then, subject to the rights of any
Leasehold Mortgagee (as defined in Section 11.3), either Landlord or Tenant shall have the right
to terminate this Lease as of the date of such Casualty upon giving written notice to the other
party to such effect at any time during the period ending fifteen (15) days after such party’s
receipt of the Architect’s Opinion (the "Notice Period"); provided, however, that in the event
that Tenant elects to restore MOB B and proceeds to diligently restore the Premises (regardless
of whether such restoration extends beyond twelve (12) months), then Landlord may not
terminate this Lease; provided, further, however, that Tenant shall thereafter diligently pursue
restoration of the Premises to a condition substantially the same or better than existed prior to the
Casualty. In the event that this Lease is so terminated by either Landlord or Tenant, the net
proceeds of insurance carried pursuant to the provisions of Subsection 6.1(a) above shall be paid
to Tenant. In the event that Tenant elects to terminate this Lease within the Notice Period,
Tenant shall pay the reasonable costs of demolition of MOB B, including removal of all casualty
debris. In the event this Lease is not terminated, as aforesaid, Rent hereunder shall not abate and
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Tenant shall remain liable for the payment of all Impositions payable by Tenant pursuant to
Article V above during the period of Tenant’s restoration of the Premises.

7.2  Tenant’s Obligation to Rebuild

Unless this Lease is terminated as aforesaid, Tenant shall, subject to the conditions and
limitations set forth below, repair and restore the Premises as nearly as commercially reasonably
possible to their value, condition and character immediately prior to such damage or destruction,
with reasonable promptness subject to reasonable delays for insurance adjustments and delays
caused by matters beyond Tenant’s reasonable control (and in no event shall Tenant have any
liability to Landlord in the event such repairs and restoration shall take an excess of said twelve
(12) month period, provided Tenant is proceeding with due diligence). Rent hereunder shall not
abate and Tenant shall remain liable for the payment of Rent and all real estate taxes and other
Impositions payable by Tenant pursuant to ArticleIV above during the period of such
restoration. ‘

7.3 Preconditions to Rebuilding

Before Tenant commences any tepairs or restorations, Tenant shall furnish to Landlord
satisfactory evidence of sufficient contractor’s comprehensive general liability insurance
covering Landlord, builders’ risk insurance and workman’s compensation insurance,

7.4 Payment for Rebuilding

All insurance proceeds collected under the insurance referred to in Subsection 6.1(a)
above shall be held by Tenant, or deposited with the Leasehold Mortgagee to be made available
to Tenant for repairs and restorations of the Premises required to be made by Tenant hereunder.
The Leasehold Mortgagee shall pay out such funds from time to time upon the written direction
of Tenant’s architect, provided the Leasehold Mortgagee and Landlord shall first be furnished
with waivers of lien, contractors and subcontractors sworn statements and such other evidence of
costs and payments so that the Leasehold Mortgagee can verify that the amounts disbursed from
time to time are represented by completed in-place work and that said work is free and clear of
possible mechanic's liens. Any excess funds remaining with the Leasehold Mortgagee after the
completion of such repair or restoration of the Premises shall be paid to Tenant. Rent hereunder
shall not abate and Tenant shall remain liable for the payment of Rent and all real estate taxes
and other Impositions payable by Tenant pursuant to Article IV above during the period of any
restoration. Notwithstanding the foregoing to the contrary, in the event Tenant encumbers its
interest in the Premises, insurance proceeds may be disbursed in accordance with the terms and
provisions of such leasehold mortgage, and Leasehold Mortgagee may, in its reasonable
discretion, direct that any such insurance proceeds be applied to the repayment of Tenant's
indebtedness to Leasehold Mortgagee.
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Article VIII
CONDEMNATION

8.1 Material Taking

If any portion of the Premises shall be taken or condemned for a public or quasi-public
use or purpose by any competent authority (hereinafter called a "Taking") and as a result
thereof, it shall be economically unfeasible or illegal for Tenant or the Subtenants to use and
occupy the balance of the Premises for their intended purposes, then at the option of Tenant in
such event, this Lease shall terminate upon delivery of possession of the applicable portion of the
Premises to the condemning authority. Landlord and Tenant shall share in any condemnation
award or any judgment for damages caused by such Taking (hereinafter called the "Award"),
with Landlord being allocated the fair market value of its fee simple interest in the Premises
"subject to" the Lease, including its interest as landlord under this Lease and reversionary interest
in MOB B and the other improvements located on the Premises (the "Landlord’s Interest"), and
Tenant being allocated the fair market value of its leasehold estate and its interest in MOB B and
any improvements to the Premises paid for by Tenant, subject to Landlord's reversionary interest
therein (the "Tenant’s Interest").

8.2  Partial Taking

Unless this Lease shall be terminated as aforesaid, Tenant shall, with reasonable
promptness (subject to delays covered by matters beyond Tenant’s reasonable control), cause the
remainder of the Premises to be repaired and restored to a complete architectural unit as nearly as
commercially reasonably possible to their value, condition and character immediately prior to
such taking, provided that Tenant shall comply with the provisions of Section 7.2 above. For
such purposes, in the event that Tenant encumbers its interest in the Premises, the full amount of
the Tenant’s Interest in the Award will be deposited with the Leasehold Mortgagee, and
Leasehold Mortgagee shall disburse such Award to be applied towards the cost of such repairs
and restorations in accordance with the procedures set forth in Section 7.3 above. Any portion of
the Tenant’s Interest in the Award that shall not have been expended for such repairs or
restorations shall be paid to Landlord in respect of Landlord’s Interest and to Tenant in respect of
Tenant’s Interest. Notwithstanding the foregoing to the contrary, in the event Tenant encumbers
its interest in the Premises, the Tenant’s Interest in the Award shall be disbursed in accordance
with the terms and provisions of such leasehold mortgage, and Leasehold Mortgagee may, in its
reagsonable discretion, direct that the Tenant’s Interest in the Award be applied to the repayment
of Tenant’s indebtedness to Leasehold Mortgagee,

Article IX
MAINTENANCE; IMPROVEMENTS

9.1 Maintenance

Tenant shall keep and maintain the Premises, including both interior and exterior of MOB
B, the heating ventilating and air conditioning equipment, the parking area and the roof, in good
condition and repair, in full compliance with all health and police regulations in force and in
conformity with the rules and regulations of fire underwriters or underwriters’ fire prevention
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engineers. Tenant shall further keep and maintain the improvements at any time situated upon
the Premises and all sidewalks, parking areas and areas adjacent thereto, safe, secure, clean and
sanitary, specifically including, but not limited to, snow and ice clearance, planting and
maintaining landscaping, in the same manner or a manner reasonably equivalent to or better than
the manner that exists as of the date hereof, and conforming with the lawful and valid
requirements of any governmental authority having jurisdiction over the Premises. As used
herein, each and every obligation of Tenant to keep, maintain and repair shall include, without
limitation, all ordinary and extraordinary nonstructural and structural repairs and replacements
and compliance with all laws, ordinance regulations and orders whatsoever. Notwithstanding the
foregoing to the contrary, Tenant shall not be prohibited from contracting with Landlord for the
performance of maintenance and repairs on the Premises.

9.2 Improvements

In the event Tenant desires to make any improvements to the Premises, Tenant shall be
allowed to do so only after receiving the specific written consent of Landlord to such
improvements both as to design and scope, which consent may not be unreasonably withheld,
conditioned or delayed. The improvements shall be constructed in a good and workmanlike
manner by Tenant, solely at Tenant’s expense. The construction of the improvements shall not
be commenced until the delivery to Landlord of the following, which shall be reasonably
satisfactory in form and substance to Landlord:

(a) Site plan;

(b)  Performance and labor and material payment bonds, naming Landlord as a
dual obligee;

©) Copies of the final plans and specifications for the improvements;

(d A construction contract or contracts providing for the complete
construction of the improvements, including landscaping and paving, within twelve (12)
months of the commencement of the construction thereof.

Tenant covenants and agrees with Landlord that any and all such improvements made on any
portion of the Premises shall, at the conclusion of the term hereof, become and remain the
property of Landlord. Tenant agrees that upon the request of Landlord it will, at its own
expense, cause any such improvements not claimed by Landlord to be removed from the
Premises.

Article X
ASSIGNMENT; SUBLETTING

10.1 Tenant’s Right to Assign Lease; Landlord’s Right of First Refusal

Tenant shall have the right to assign the Lease as hereinafter provided. In the event that
Tenant proposes to assign this Lease and convey MOB B to an unaffiliated third party assignee
(a "Proposed Assignee"), Tenant shall give Landlord notice thereof, together with a term sheet
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identifying the Proposed Assignee, the purchase price to be paid for Tenant’s leasehold interest
so assigned and Tenant’s interest in MOB B, the proposed use of the Premises, and other
economic terms (an "Assignment Proposal”). Landlord shall have thirty (30) days after receipt
of the Assignment Proposal to elect to purchase Tenant’s leasehold estate and MOB B upon the
terms and conditions contained in the Assignment Proposal. If Landlord fails to exercise such
right of first refusal within such thirty (30) days period, Tenant may sell and assign this Lease
and convey MOB B to the Proposed Assignee upon terms and conditions substantially the same
as, or more favorable to, Tenant than those contained in the Assignment Proposal. In the event
of any such assignment, Tenant shall be relieved from any liability arising under this Lease from
and after the date of such assignment. Tenant may assign this Lease to any affiliate of Tenant
without triggering Landlord’s right of first refusal, provided that upon any such assighment,
Tenant shall remain liable hereunder. Any foreclosure or delivery of a deed-in-licu of
foreclosure in favor of a Leasehold Mortgagee shall not be subject to the provisions of this
Section.

10.2  Tenant’s Right to Sublease; Landlord’s Right of First Refusal

Tenant shall have the right to sublet all or any portion or portions of the Premises as
hereinafter provided. In the event that Tenant proposes to sublet the Premises to an unaffiliated
third party Subtenant (a "Proposed Subtenant") Tenant shall give Landiord notice thereof,
together with a term sheet identifying the Proposed Subtenant, its use of the premises, term, the
rental rate and other economic terms (a "Lease Proposal"'). Landlord shall have twenty (20)
days after receipt to approve or disapprove such Lease Proposal. If Landlord fails to disapprove
the Lease Proposal within such period, the Lease Proposal shall be deemed approved. If
Landlord disapproves such Lease Proposal within such time period in writing, Landlord shall be
obligated to sublease such portion of the Premises on the same terms and conditions as to which
Tenant and such Proposed Subtenant shall have agreed in the Lease Proposal; provided,
however, that the term of such subtenancy shall commence from the date the Office Lease (as
hereinafter defined) for such Proposed Subtenant was to have commenced and shall terminate on
the commencement date of an Office Lease with a Proposed Subtenarnt acceptable to Tenant and
Landlord. Tenant shall require any such subtenant may not compete with services provided by
L.andlord, except with Landlord’s prior written consent.

10.3  Rights of Subtenants

Notwithstanding anything herein contained to the contrary, Landlord acknowledges that
Tenant is using the Premises as a medical office center and that space in MOB B will be leased
by Tenant to others (hereinafter referred to individually as a "Subtenant", and collectively as the
"Subtenants") for various uses consistent with the operation of the Premises as medical office
center and in accordance with Section 2.2 herein. All Subtenants will be occupying portions of
the Premises (hereinafter referred to as the "Tenant Spaces") pursuant to the terms of a lease
between the Subtenants and Tenant which need not disclose that it is a sublease (each, an "Office
Lease"). Tenant agrees to include in all of its Office Leases the provisions of Article II of this
Lease. Notwithstanding anything herein contained to the contrary, Landlord hereby agrees for
the benefit of any Subtenant that upon either the expiration of this Lease or a default by Tenant
which will empower Landlord to terminate this Lease or Tenant’s right to possession, that, so
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long as the Subtenant is not in default under the terms, conditions or provisions of its Office
Lease and so long as Subtenant agrees to attorn to Landlord, no action by Landlord shall
terminate or in any manner affect the rights of the Subtenant under the Office Lease and that
Landlord and all those claiming by, through or under Landlord agree (i) to recognize the Office
Lease and the Subtenant’s right to possession of a portion of the Premises under the Office
Lease, provided the provisions of Article II of this Lease have been included in such Office
Lease, and (ii) to accept the Office Lease and to perform the obligations of Tenant accruing after
Landlord succeeds to the interest of Tenant in the Premises as if Landlord was the original
landlord under the Office Lease. Landlord, at the request of Tenant, agrees to promptly execute
such documents and instruments as may be reasonably required to effectuate the terms and
provisions of this Section 10.3. Tenant, at the request of Landlord, agrees to use its best efforts
to cause all Subtenants to execute such documents and instruments as may be reasonably
required by Landlord to effectuate the terms and provisions of this Section 10.3. Landlord
acknowledges and agrees that Landlord has reviewed and approved Tenant's form of Office
Lease, and will not unreasonably withhold, condition or delay its consent to any commercially
reasonable amendments to Tenant's form of Office Lease in the future, provided the provisions
of Article II of this Lease have been included in such Office Lease.

Article XX
LIENS; ENCUMBRANCES

11.1 Encumbering Title.

Tenant shall not do any act which shall in any way encumber the title of Landlord in and
to the Premises, nor shall the interest or estate of Landlord in the Premises be in any way subject
to any claim by way of lien or encumbrance, whether by operation of law or by virtue of any
express or implied contract by Tenant. Any claim to, or lien upon, the Premises arising from any
act or omission of Tenant shall accrue only against the leasehold estate of Tenant and shall be
subject and subordinate to the paramount title and rights of Landlord in and to the Premises.

11.2 _Tenant's Right to Obtain Financing.

At any time and from time to time during the Lease Term, Tenant shall have the sole
responsibility for obtaining, and the right and privilege to obtain, and shall be entitled to all
proceeds of, all financing (including, without limitation, interim, permanent, capital
improvements, and equity) for the Premises and MOB B, or any part thereof, and all refinancing
of all or any part of such financing (interim, permanent, capital improvements, and equity),
subject to the terms and conditions of this Article XI.

11.3 _Limitations on Financing,

Tenant's rights to obtain such financing and refinancing shall be subject only to the
following conditions:

(a) The Person providing any such financing or refinancing (sometimes herein
called a "Leasehold Mortgagee") shall agree that Landlord shall not be liable for the
payment of such indebtedness or the performance of any of the covenants contained in
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the documents securing payment thereof, and that in the event of default in payment or
performance thereof, the Leasehold Mortgagee will look solely to Tenant's interest in the
Premises and MOB B for satisfaction of the indebtedness thereby secured; provided,
however, that the above provisions shall not be deemed to exculpate Landlord from any
liability it may ever have to such Leasehold Mortgagee, as the successor-in-interest of the
Tenant hereunder, by reason of Landlord's covenants, obligations, and watranties set
forth herein, including, but not limited to, Landlord's warranty of title to the Premises.

(b)  The Leasehold Mortgagee providing any such financing or refinancing
shall agree to give Landlord written notice of any default by Tenant thereunder and time
to cure such default prior to the exercise of any remedies such Leasehold Mortgagee may
have with respect to the Premises and MOB B as a result of such default, which notice
and time-to-cure periods shall not be less than the notice and time-to-cure periods granted
to Tenant under the documentation evidencing such financing, but which may run
concurrently therewith.

11.4 Rights of Leasehold Mortgagee.

(a) In addition to the financing or refinancing permitted pursuant to
Section 11.2 hereof, Tenant shall have the right at any time and from time to time,
without Landlord's consent, to mortgage, pledge, grant deed(s) of trust, or otherwise
encumber the leasehold estate created hereby and all or any portion of the right, title, and
interest of Tenant hereunder, and to assign, hypothecate, or pledge the same, as security
for the payment of any debt to any Leasehold Mortgagee; provided that no Leasehold
Mortgagee, trustee, or other Person claiming by, through, or under any instrument
creating any such encumbrance on the leasehold estate created hereby shall by virtue
thereof acquire any greater right in the Premises than Tenant then had under this Lease,
except for the rights expressly granted to such Leasehold Mortgagee, trustee, or other
Person under the terms of this Lease; and provided, further, that such Leasehold
Mortgage, and the indebtedness secured thereby, shall at all times be and remain subject
to all of the conditions, covenants, and obligations of this Lease and to all of the rights of
Landlord hereunder. As to any such Leasehold Mortgage in favor of a Leaschold
Mortgagee, Landlord consents to provisions therein, at the option of Tenaut, (i) for an
assignment of Tenant's share of the net proceeds from any award or other compensation
resulting from a total or partial taking as set forth in Article VIII of this Lease, (ii) that a
default by Tenant under this Lease shall constitute a default under any such Leasehold
Mortgage, (iii) for an assignment of Tenant's right, if any, to terminate, cancel, modify,
change, supplement, alter, or amend this Lease, (iv) for an assignment of any sublease to
which any such Leasehold Mortgage is subordinated, subject to the rights of Landlord
hereunder, and (v) effective upon any default in any such Leasehold Mortgage, (A) for
the foreclosure of the Leaschold Mortgage pursuant to a power of sale or by judicial
proceedings or other lawful means and the subsequent sale of the leasehold estate to the
purchaser at the foreclosure sale and a sale by such purchaser and/or a sale by any
subsequent purchaser, (B) for the appointment of a receiver, itrespective of whether any
Leasehold Mortgagee accelerates the maturity of all indebtedness secured by the
Leasehold Mortgage, (C) for the rights of the Leasehold Mortgagee or the receiver to
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enter and take possession of the Premises and MOB B, to manage and operate the same,
to collect the subrentals, issues and profits therefrom (subject to the rights of Landlord
hereunder), and to cure any default under the Leasehold Mortgage or any default by
Tenant under this Lease, and (D) for an assignment of Tenant's right, title, and interest in
and to the premiums for or dividends upon any insurance with respect to Premises, as
well as in all refunds or rebates of Impositions or assessments upon or other charges
against the Premises and MOB B, whether paid or to be paid.

(b)  If at any time after the execution and recordation of any such Leasehold
Mortgage, the Leasehold Mortgagee or trustee therein shall notify Landlord in writing
that any such Leasehold Mortgage has been given and executed by Tenant, and shall at
the same time furnish Landlord with the address to which it desires copies of notices to
be mailed, Landlord hereby agrees that it will thereafter mail to such Leasehold
Mortgagee or trustee at the address so given, duplicate copies of any and all notices in
writing which Landlord may from time to time give or serve upon Tenant under and
pursuant to the terms and provisions of this Lease.

(c) Upon a Leasehold Mortgagee’s receipt of written notice of an event of
default hereunder (a "Default Notice"), the Leasehold Mortgagee shall have the right, but
not the obligation, to cure such Event of Default on behalf of Tenant, and Landlord shall
not have the right to exercise any of its remedies granted under Section 17.1 of this Lease
in the event that the Leasehold Mortgagee completes the cure of such event of default on
or before the later to occur of (i) sixty (60) days following Leasehold Mortgagee’s receipt
of the Default Notice (thirty (30) days in the event of Tenant’s failure to pay any amounts
due Landlord under this Lease) and (ii) the expiration of the Tenant’s cure period
hereunder; provided, however, that if such event of default can be cured but cannot be
cured within the time permitted, then Leasehold Mortgagee shall be permitted such
additional time thereafter as is reasonably necessary to cure such event of defauli,
provided that Leasehold Mortgagee is proceeding to cure such defaunlt continuously and
diligently and in a manner reasonably satisfactory to Landlord (the "Leasehold
Mortgagee’s Cure Period"). Landlord agrees to accept Leasehold Mortgagee’s cure of
an Event of Default so long as that cure is in accordance with the requirements of this
Lease.

11,5 New Lease with Leasehold Mortgagee Upon Termination,

If this Lease shall terminate for any reason prior to the expiration of the Lease Term and
if Landlord shall obtain possession of the Premises and MOB B thereafter, Landlord agrees that
any Leasehold Mortgagee shall have the right, for a period of sixty (60) days subsequent to such
termination of this Lease, 1o elect to demand a new lease of the Premises of the character and,
when executed and delivered and possession of the Premises is taken thereunder, having the
effect hereinafter set forth. Such new lease shall be for a term to commence at such termination
of this Lease and shall have as the date for the expiration thereof the same date stated in this
Lease as the date for the expiration hereof. The rental thereof shall be at the same rate as would
have been applicable during such term under the provisions of this Lease, had this Lease not so
expired or terminated, and all the rents, covenants, conditions, and provisions of such new lease,
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including, but not limited to, the conditional limitations set forth in this Lease, shall be the same
as the terms, conditions, and provisions of this Lease. If any such Leaschold Mortgagee shall
elect to demand such new lease within such sixty (60) day period, such Leasehold Mortgagee
shall give written notice to Landlord of such election; and, thereupon, within thirty (30) days
thereafter, such Leasehold Mortgagee shall, at the time of the execution and delivery of such new
lease, pay to Landlord all rent which would have become payable hereunder by Tenant to
Landlord to the date of the execution and delivery of such new lease, had this Lease not
terminated, and which remain unpaid at the time of the execution and delivery of such new lease,
and shall have cured Tenant's failure to comply with any terms, provisions, or covenants of this
Lease, other than the payment of rent or other sums of money, which is capable of being cured.
Any such new lease as contemplated in this Section 11.5 may, at the option of the Leasehold
Mortgagee, be executed by a nominee of such holder, without the Leasehold Mortgagee
assuming the burdens and obligations of Tenant thereunder beyond the period of its ownership of
the leasehold estate created hereby. In connection with the execution and delivery of any such
new lease of the Premises pursuant to this Section 11.5, Landlord shall also convey to such
Leasehold Mortgagee (or its nominee or designee), by special warranty deed, bill of sale and
other appropriate conveyancing documents, all improvements in the Premises, including
MOB B. ~

11.6 Liability of Leasehold Mortgagee,

No Leasehold Mortgagee shall be or become liable to Landlord as an assignee of this
Lease or otherwise until it expressly assumes by written instrument such liability, and no
assumption shall be inferred or result from foreclosure or other appropriate proceedings in the
nature thereof or as the result of any other action or remedy provided for by any mortgage or
deed of trust or other instrament executed in connection with such Leasehold Mortgage or from a
conveyance from Tenant pursuant to which the purchaser at foreclosure or grantee shall acquire
the rights and interests of Tenant under the terms of this Lease.

11.7 Liens; Right to Contest

Tenant shall not permit the Premises to become subject to any mechanics’, laborers’ or
materialmen’s lien on account of labor or material furnished to Tenant or claimed to have been
furnished to Tenant in connection with work of any character performed or claimed to have been
performed on the Premises by, or at the direction or sufferance of, Tenant; provided, however,
that Tenant shall have the right to contest in good faith and with reasonable diligence, the
validity of any such lien or claimed lien if Tenant shall give to Landlord such security as may be
deemed reasonably satisfactory to Landlord to insure payment thereof and to prevent any sale,
foreclosure, or forfeiture of the Premises by reason of non-payment thereof,

Article XII
UTILITIES

12,1  Utilities

Tenant shall purchase all utility services, including but not limited to fuel, water, sewer
and electricity from the utility or municipality providing such service and shall pay for such
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services when such payments are due. Notwithstanding the foregoing to the contrary, Tenant
shall not be prohibited from contracting with Landlord for the supply of utility services to any
improvements to the Premises.

Article XTI
INDEMNITY; WAIVER

13.1 Tenant’s Indemnification Obligation

Except with respect to damages: (i) covered by insurance carried by Landlord;
(ii) resulting from the failure on the part of Landlord to perform or comply with any of the terms
of this Lease; or (iii) resulting from the negligent or willful acts or omissions of Landlord or its
agents and employees, Tenant will protect, indemnify and save harmless Landlord from and
against all liabilities, obligations, claims, damages, penalties, causes of action, costs and
expenses (including without limitation, reasonable attorneys® fees and expenses) imposed upon
or incurred by or asserted against Landlord by reason of: (A) any accident, injury to or death of
persons or loss of or damage to property occurring on or about the Premises or any part thereof
or the adjoining properties, sidewalks, curbs, streets or ways, resulting from any act or omission
of Tenant or anyone claiming by, through, or under Tenant; (B) any failure on the part of Tenant
to perform or comply with any of the terms of this Lease; or (C) performance of any labor or
services or the furnishing of any materials or other personal property in respect of the Premises
or any part thereof.

13.2 Landlord's Indemnification Obligation

Except with respect to damages; (i) covered by insurance carried by Tenant;)
(i) resulting from the failure on the part of Tenant to perform or comply with any of the terms of
this Lease; or (iii) resulting from the negligent or willful acts or omissions of Tenant or its agents
and employees, Landlord will protect, indemnify and save harmless Tenant from and against all
liabilities, obligations, claims, damages, penalties, causes of action, costs and expenses
(including without limitation, reasonable attorneys’ fees and expenses) imposed upon or incurred
by or asserted against Tenant by reason of (A) any accident, injury to or death of persons or loss
of or damage to property occurring on or about the Premises or any part thereof or the adjoining
properties, sidewalks, curbs, streets or ways arising prior to the Possession Date, or thereafter
resulting from any act or omission of Landlord or anyone claiming by, through, or under
Landlord; or (B) any failure on the part of Landlord to perform or comply with any of the terms
of this Lease.

13.3 Waiver of Certain Claims

Except with respect to damages caused by Landlord's failure to perform or comply with
any terms of this Lease or any negligence or willful acts or omissions of Landlord or its agents
and employees, Tenant waives all claims it may have against Landlord for damage or injury to
person or property sustained by Tenant or any persons claiming through Tenant or by any
occupant of the Premises, or by any other person, resulting (i) from any part of the Premises or
any of its improvements, equipment or appurtenances becoming out of repair, or (ii) from any
accident on or about its improvements, equipment or appurtenances becoming out of repair, or

19

N KPE 639321 v2
0-0 11/29/2007

w



SUPPLEMENTAL-#3
January 9, 2014

(iii) from any accident on or about the Premises, or (iv) directly or indirectly from any act or
neglect of any person, including Landlord, at the Premises, in each case as described in clauses
(3) through (iv) first arising or occurring after the Possession Date to the extent permitted by law,

Article X1V
RIGHTS RESERVED TO LANDLORD

14.1  Rights Reserved to Landlord

Without limiting any other rights reserved or available to Landlord under this Lease, at
law or in equity, Landlord, on behalf of itself and its agents reserves the following rights, to be
exercised at Landlord’s election, to inspect the Premises at reasonable times. Landlord may
enter upon the Premises for said purposes and may exercise any and all of the foregoing rights
hereby reserved without being deemed guilty of an eviction or disturbance of Tenant's use or
possession of the Premises, and without being liable in any manner to Tenant, provided that
notwithstanding the foregoing, in exercising such rights, Landlord shall use reasonable efforts to
prevent any material disruption to the operations of Tenant or any Subtenant in the Premises.

14.2  Restrictions on Rezoning

Landlord agrees that it shall not cause or agree to any change in the zoning classification
of the Premises that results in the use of MOB B being a non-conforming use.

Article XV
QUIET ENJOYMENT

15.1  Quiet Enjoyment

So long as Tenant is not in default under the covenants and agreements of this Lease,
Landlord hereby covenants and agrees that Tenant’s quiet and peaceable enjoyment of the
Premises shall not be disturbed or interfered with by Landlord or by any person claiming by,
through or under Landlord.

Article XVI
SURRENDER

16.1 Surrender

Upon the termination of this Lease whether by forfeiture, lapse of time or otherwise, or
upon the termination of Tenant’s right to possession of the Premises, Tenant will at once
surrender and deliver up the Premises, together with all improvements thereon, to Landlord in
good condition and repair, reasonable wear and tear and damage by fire or other Casualty
excepted. Said improvements shall include all buildings and the plumbing, lighting, electrical,
heating, cooling and ventilating fixtures and equipment and other articles of personal property
used in the operation of the Premises (as distinguished from operations incident to the business
of Tenant; it being expressly understood and agreed that such articles of personal property
incident to Tenant's business shall remain the sole property of Tenant and are hereinafier referred
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to as "Trade Fixtures"). All additions, hardware, non-Trade Fixtures and improvements,
temporary or permanent, in or upon the Premises belonging to Tenant shall become Landlord’s
property and shall remain upon the Premises upon such termination of this Lease by lapse of
time or otherwise, without compensation, allowance or credit to Tenant.

16.2 Removal of Tenant’s Property

Upon the termination of this Lease by lapse of time, Tenant may remove Tenant’s Trade
Fixtures; provided, however, that Tenant shall repair any injury or damage to the Premises which
may result from such removals. If Tenant does not remove Tenant’s Trade Fixtures from the
Premises prior to the end of the Term, however ended, Landlord may, at its option, remove the
same and deliver the same to any other place of business of Tenant or warehouse the same, and
Tenant shall pay the cost of such removal (including the repair of any injury or damage to the
Premises resulting from such removal), delivery and warehousing to Landlord on demand, or
Landlord may treat such Trade Fixtures as having been conveyed to Landlord with this Lease as
a Bill of Sale, without further payment or credit by Landlord to Tenant.

16.3 Holding Qver

Any holding over by Tenant of the Premises after the expiration of this Lease shall
operate and be construed to be a tenancy from month to month only, at the same Rent and other
charges payable hereunder immediately prior to the expiration or other termination of the Lease
or Tenant's right to possession for the Term, provided, however, if Tenant shall retain possession
of the Premises or any part thereof for in excess of thirty (30) days after the expiration or
termination of the Term or Tenant's right of possession thereof, whether by lapse of time or
otherwise, or at the election of Landlord expressed in a written notice to Tenant, and not
otherwise, such holding over shall constitute a renewal of this Lease for one (1) year at one
hundred twenty-five percent (125%) of the Rent payable immediately prior to the expiration or
other termination of the Lease or Tenant's right to possession and upon all of the other covenants
and agreements contained in this Lease. Nothing contained in this Section 16.3 shall be
construed to give Tenant the right to hold over at any time and Landlord may exercise any and
all remedies at law or in equity to recover possession of the Premises.

Article XVII
DEFAULT; REMEDIES

17.1  Default

Tenant further agrees that any one (1) or more of the following events shall be considered
events of default as said term is used herein, that is to say, if

(a) Tenant shall default in any payments of Rent or in any other payment
required to be made by Tenant hereunder when due as herein provided and such default
shall continue for ten (10) days after notice thereof in writing to Tenant; or

(b)  Tenant shall default in any of the other covenants and agreements herein
contained to be kept, observed and performed by Tenant, and such default shall continue
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for thirty (30) days after notice thereof in writing to Tenant, provided, however, if such
default is susceptible to cure but cannot, by the use of reasonable efforts, be cured within
thirty (30) days, Landlord shall not exercise any of its remedies hereunder if and so long
as (i) Tenant shall commence to cure such default within said thirty (30) day period, and
(i) thereafter Tenant is proceeding to cure such default continuously and diligently and in
a manner reasonably satisfactory to Landlord; or

(©) Tenant shall abandon the Premises during the Term; or

(d)  If any time during the Term there shall be filed by or against Tenant, or
against any successor to Tenant then in possession, in any court pursuant to any petition
in bankruptcy, alleging an insolvency, for reorganization, for the appointment of a
receiver, or for an arrangement under the Bankruptcy Code, or if a similar type of
proceeding shall be filed, and such proceeding is not dismissed within sixty (60) days; or

(e) Tenant shall file or admit the jurisdiction of the court and the material
allegations contained in, amy petition in bankruptcy, or any petition pursuant or
purporting to be pursuant to the Federal bankruptcy laws as now or hereafter amended, or
Tenant shall institute any proceedings or shall give its consent to the institution of any
proceedings for any relief of Tenant under any bankruptcy or insolvency laws or any laws
relating to the relief of debtors, readjustment of indebtedness, reorganization,
arrangements, composition or extension, and such proceeding is not dismissed within
sixty (60) days; or

® Tenant shall make any assignment for the benefit of creditors or shall
apply for or consent to the appointment of a receiver for Tenant or any of the property of
Tenant,

Upon the occurrence of any one (1) or more of such events of default, Landlord may at its
election terminate this Lease or terminate Tenant’s right to possession only, without terminating
the Lease. Upon termination of this Lease or of Tenant's right to possession, Landlord may re-
enter the Premises (with process of law) using such force as may be necessary, and remove all
persons, fixtures, and chattels therefrom and Landlord shall not be liable for any damages
resulting therefrom. Upon termination of the Lease, or upon any termination of Tenant’s right to
possession without termination of the Lease, Tenant shall surrender possession and vacate the
Premises immediately, and deliver possession thereof to Landlord, and hereby grants to Landlord
the full and free right, without demand or notice of any kind to Tenant (except as hereinabove
expressly provided for), to enter into and upon the Premises in such event (with process of law)
and to repossess the Premises as Landlord’s former estate and to expel or remove Tenant and,
except as provided in Section 10.1, any others who may be occupying or within the Premises
without being deemed in any manner guilty of trespass, eviction, or forcible entry or detainer
without incurring any liability for any damage resulting therefrom and without relinquishing
Landlord’s right to rent or any other right given to Landlord hereunder or by operation of law,
Notwithstanding anything contained herein to the contrary, Landlord shall use reasonable efforts
to mitigate its damages in the event of Tenant’s default hereunder. Upon termination of the
Lease, Landlord shall, subject to Landlord’s duty to mitigate such damages, be entitled to
recover as damages, all Rent and other sums due and payable by Tenant on the date of
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termination, plus (i) an amount equal to the present value of the Rent and other sums provided
herein to be paid by Tenant for the residue of the Term, less the present value of the fair rental
value of the Premises for the residue of the Term (such present values to be computed on a per
annum discount rate equal to the then current Prime Rate published in the Money Rates Section
of The Wall Street Journal), and (ii) the cost of performing any other covenants to be performed
by Tenant, If Landlord elects to terminate Tenant’s right to possession only, without terminating
the Lease, Landlord may, at Landlord’s option, enter into the Premises, remove Tenant’s signs
and other evidences of tenancy, and take and hold possession thereof as hereinabove provided,
without such entry and possession terminating the Lease or releasing Tenant, in whole or in part,
from Tenant’s obligations to pay the Rent hereunder for the full Term or from any of its other
obligations under this Lease. Subject to Landlord’s duty to mitigate its damages as aforesaid,
Landlord shall relet all or any part of the Premises for such rent and upon terms as shall be
satisfactory to Landlord (including the right to relet the Premises for a term greater or lesser than
that remaining under the Term, and the right to relet the Premises as a part of a larger area, and
the right to change the character or use made of the Premises). For the purpose of such reletting,
Landlord may decorate or make any repairs, changes, alteration or additions in or to the Premises
that may be necessary or convenient. If Landlord does not relet the Premises, Tenant shall
continue to pay to Landlord when due the amount of the Rent, and other sums provided herein to
be paid by Tenant for the remainder of the Term. If the Premises are relet and a sufficient sum
shall not be realized from such reletting after paying all of the expenses of such decorations,
repairs, changes, alterations, additions, the expenses of such reletting and the collection of the
Rent accruing therefrom (including, but not by way of limitation, attorneys’ fees and brokers'
commissions), to satisfy the Rent herein provided to be paid for the remainder of the Term,
Tenant shall pay to Landlord on demand the present value (as computed above) of any
deficiency and Tenant agrees that Landlord may file suit to recover any sums falling due under
the terms of this Section 17.1 from time to time.

17.2 Remedies Cumulative

No remedy herein or otherwise conferred upon or reserved to Landlord shall be
considered to exclude or suspend any other remedy, but the same shal] be cumulative and shall
be in addition to every other remedy given by this Lease to Landlord and may be exercised from
time to time and so often as occasion may arise or as may be deemed expedient,

17.3  No Waiver

No delay or omission of Landlord to exercise any right or power arising from any default
shall impair any such right or power or be construed, taken or held to be a waiver of any such
default or any acquiescence therein. No waiver of any breach of any of the covenants of this
" Lease shall be construed to be a waiver of any other breach or waiver, acquiescence in or consent
to any further or succeeding breach of the same covenant. The acceptance by Landlord of any
payment of Rent or other charges hereunder after the termination by Landlord of this Lease or
Tenant’s right to possession hereunder shall not, in the absence of an agreement in writing to the
contrary by Landlord, be deemed to restore this Lease or Tenant’s right to possession hereunder,
as the case may be, but shall be construed as a payment on account, and not in satisfaction, of
damages due from Tenant to Landlord.
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17.4  Attomeys Fees

In the event that either party shall be required to engage legal counsel for the enforcement
of any of the terms of this Lease, whether such employment shall requite institution of suit or
other legal services required to secure compliance on the part of Landlord or Tenant, the non-
prevailing party shall be responsible for and shall promptly pay to the prevailing party the
reasonable value of said attorneys fees, and any other expenses incurred as a result of such
default.

Article XVIII
MISCELLANEOUS

18.1  Fee Mortgage

Landlord represents and warrants to Tenant that there are no existing mortgages or deeds
of trust encumbering the Land as of the date hereof, and there will be no such mortgages or
deeds of trust existing as of the Possession Date.

18.2 Estoppel Certificates

Landlord and Tenant shall at any time and from time to time upon not less than thirty
(30) days prior written request from the other party execute, acknowledge and deliver to the
requesting patty, in form reasonably satisfactory to such requesting party, a written statement
certifying, if true, that this Lease is unmodified and in full force and effect (or if there have been
modifications, that the same is in full force and effect as modified and stating the modifications),
that neither party is in default hereunder, the date to which the rental and other charges have been
paid in advance, if any, or such other accurate certification as may reasonably be required by
such requesting party. It is intended that any such statement delivered pursuant to this
Section 18.2 may be relied upon by any prospective purchaser or Leasehold Mortgagee, or any
assignee or sublessee of Tenant and their respective successors and assigns.

18,3 Landlord’s Right to Cure

In the event that Tenant shall fail to comply or comply with any of the terms of this Lease
and such failure shall continue after the expiration of all applicable grace or cure periods,
Landlord may, but shall not be obligated to, cure any default by Tenant (specifically including
but not by way of limitations, Tenant’s failure to obtain insurance, make repairs, or satisfy lien
claims); and whenever Landlord so elects, all costs and expenses paid by Landlord in curing such
default, including without limitation reasonable attorneys’ fees, shall be so much additional rent
due on the next rent date after such payment together with interest (except in the case of said
attorneys’ fees) at the lesser of (i) the highest rate then payable by Tenant in the State of
Tennessee, or (ii) at the rate of ten percent (10%) per annum (the "Default Rate"), from the date
of the advance to the date of repayment by Tenant to Landlord.
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18.4 Amendments

None of the covenants, terms or conditions of this Lease, to be kept and performed by
either party, shall in any manner be altered, waived, modified, changed or abandoned except by a
written instrument, duly signed, acknowledged and delivered by the other party, and, in the event
Tenant encumbers its interest in the Premises, the Leasehold Mortgagee.

18.5 Notices

All notices to or demands upon Landlord or Tenant desired or required to be given under
any of the provisions hereof, shall be in writing. Any notice or demand from Landlord to Tenant
shall be deemed to have been duly and sufficiently given three business days after a copy thereof
has been mailed by United States registered or certified mail, postage prepaid, return receipt
requested, addressed as follows:

If to Landlord: St. Mary’s Health System, Inc.
900 East Oak Hill Avenue
Knoxville, Tennessee 37917
Attn: Chief Financial Officer
Facsimile: 865-545-6732

with a copy to: Legal Counsel
St. Mary’s Health System, Inc.
900 East Oak Hill Avenue
Knoxville, Tennessee 37917
Facsimile: 865-545-8049

If to Tenant: Emory Development Partners, LL.C
PMB 344
977 Seminole Trail
Charlottesville, Virginia 22901-2824
Attention: Norman Brinkman
Facsimile: 434-293-6256

provided, however, that either Landlord or Tenant may change the location at which it receives
notices to another location within the United States of America upon not less than ten days notice
to the other.

18.6 Short Form Lease

The parties agree to execute a Memorandum of Lease or a Short Form Lease for
recording, containing the name of the parties, the legal description of the Premises, the Term and
such other information as Tenant shall reasonably request.
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18.7 Time of Essence

Time is of the essence of this Lease, and all provisions herein relating thereto shall be
strictly construed.

18.8  Relationship of Parties

Nothing contained herein shall be deemed or construed by the parties hereto, nor by any
third party, as creating the relationship of principal and agent or of partnership, or of joint
venture by the parties hereto, it being understood and agreed that no provision contained in this
Lease nor any acts of the parties hereto shall be deemed to create any relationship other than the
relationship of Landlord and Tenant,

18.9  Captions

The captions of this Lease are for convenience only and are not to be construed as part of
this Lease and shall not be construed as defining or limiting in any way the scope or intent of the
provisions hereof.

18.10 Severability

If any term or provision of this Lease shall to any extent be held invalid or unenforceable
the remaining terms and provisions of this Lease shall not be affected thereby, but each term and
provision of this Lease shall be valid and be enforced to the fullest extent permitted by law.

18.11 Applicable Law

This Lease shall be construed and enforced in accordance with the laws of the State of
Tennessee.

18.12 Covenants Binding on Successors

All of the covenants, agreements, conditions and undertakings contained in this Lease
shall extend and inure to and be binding upon the heirs, executors, administrators, successors and
assigns of the respective parties hereto, the same as if they were in every case specifically
named, and wherever in this Lease reference is made to either of the parties hereto, it shall be
hold to include and apply to wherever applicable, the heirs, executors, administrators, successors
and assigns of such party. Nothing herein contained shall be construed to grant or confer upon
any person or persons, firm, corporation or governmental authority, other than the parties hereto,
their heirs, executors, administrators, successors and assigns, any right, claim or privilege by
virtue of any covenant, agreement, condition or undertaking in this Lease contained.

18.13 Brokerage

Landlord and Tenant each represents and warrants that it has had no dealings with any
broker or agent in connection with this Lease. Landlord and Tenant each covenants to pay, hold
harmless and indemnify the other party from and against any and all cost expense or liability for
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any compensation commissions and charges claimed by any broker or agent with whom such
party has dealt with respect to the Lease or the negotiation thereof.

18.14 Landlord Means Owner

The term "Landlord" as used in this Lease, so far as covenants or obligations on the part
of Landlord are concerned, shall be limited to mean and include only the owner or owners at the
time in question of the fee of the Premises, and in the event of any transfer or transfers of the title
to such fee, and provided that such transferee shall assume each and every covenant and
obligation of Landlord hereunder as of the date of the transfer of title (but not otherwise),
Landlord herein named (and in case of any subsequent transfer or conveyances, the then grantor)
shall be automatically freed and relieved, from and after the date of such transfer or conveyance
of all liability as respects the performance of any covenants or obligations on the part of
Landlord contained in this Lease thereafter to be performed provided that any funds in the hands
of such Landlord or the then grantor at the time of such transfer, in which Tenant has an interest
shall be turned over to the grantee, and any amount then due and payable to Tenant by Landlord
or the then grantor under any provisions of this Lease, shall be paid to Tenant.

IN WITNESS WHEREOF, Landlord and Tenant have executed this Lease the day and
year first above written,

LANDLORD:

ST. MARY’S HEALTH SYSTEM, INC,

By: M ’ ‘A/QI/‘-M
Titkc//éf féﬂ: ﬁ/ {y

Date: /ﬁ% '.‘/Z'/C)7

TENANT:
EMORY DEVELOPMENT PARTNERS,

o A T

Tite: | CHief Atamcen

Date: /2./2.97
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DESCRIPTION OF THE LAND
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EXHIBIT A
DESCRIPTION OF THE LAND

RGC Project #08008
Legal Description

Situated in the Sixth Civil District of Knox County, Tennessee, and without the corporate limits
of the City of Knoxville, Tennessee and being more particularly described as follows:

To find the POINT OF BEGINNING, commence on an iron pin located in the northern right of
way of Emory Road corner common to St. Mary’s Health System and Rutherford Commercial
Park and being approximately 1174 feet Northeast of Conner Road; thence leaving Emory Road
and with Rutherford Commercial Park and St. Mary’s Health System North 43 degrees 33
minutes West 354.65 feet to an iron pin; thence North 43 degrees 33 minutes West 318.59 feet to
an iron pin; thence North 43 degrees 38 minutes West 191.91 feet to an iron pin; thence North 43
degrees 35 minutes West 13.03 feet to a point; thence leaving Rutherford Commercial Park and
across St. Mary’s Health System North 46 degrees 25 minutes East 169.17 feet to the POINT OF
BEGINNING; thence with the proposed building line the following 11 calls and distances:
North 13 deg;rees 37 minutes West 59.33 feet to a proposed building corner;

thence North 76 degrees 23 minutes east 10.85 feet to a proposed building corner;

thence North 13 degrees 37 minutes West 222.00 feet to a proposed building corner;

thence North 76 degrees 23 minutes East 113.00 feet to a proposed building corner;

thence South 13 degrees 37 minutes East 199.12 feet to a proposed building corner;

thence South 78 degrees 58 minutes East 24,77 feet to a proposed building corner;

thence South 58 degrees 19 minutes East 20.00 feet to a proposed building corner;

thence South 25 degrees 42 minutes West 12.00 feet to a proposed building corner;

thence south 76 degrees 15 minutes West 142.47 feet to a proposed building corner;

thence South 13 degrees 25 minutes East 48.06 feet to a proposed building corner;

thence South 76 degrees 35 minutes West 10.22 feet to the POINT OF BEGINNING containing

0.634 acres more or less.
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EXHIBIT B
CAMPUS SITE PLAN
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FIRST AMENDMENT TO
GROUND LEASE

4 THIS FIRST AMENDMENT TO GROUND LEASE (the "Amendment") made as of the
|§ day of April, 2008 by and between ST. MARY'S HEALTH SYSTEM, INC., a Tennessec
nonprofit corporation ("Landlord") and EMORY DEVELOPMENT PARTNERS, LLC, a

Tennessee limited liability company ("T'enant™).
WHEREAS. Landlord and Tenant entered into a certain Ground Lease as of the 12" day

of December, 2007 (the "Ground I.ease"); and

WHEREAS, the Ground Lease inadvertently included a legal description of the Premises
in Exhibit A, rather than a legal description of the Land; and

WHEREAS, the Ground Lease further omitled Exhibit C, which as intended to be a
description of the location of utility and communication facility easements, which the parties
have determined is not necessary; and

WHEREAS, the parties desire to amend the Ground Lease to include the legal description
of the Land as Exhibit A, to include the legal description of the Premises as Exhibit C, and to

amend Sections 1.1 and 4.4.

NOW THEREFORE, in consideration of the mutual covenants and promises of the
parties and other good and valuable consideration, the parties do hereby agree as follows:

e Amendment to Section 1.1. Section 1.1 is hereby amended in its entirety to read
as follows:

1.1 Grant; Premises.

Landlord is the owner of certain real property located in the County of
Knox, State of Tennessee, legally described on Exhibit A attached hereto and
made a part hereof (the "Land"). The Landlord wishes to lease that portion of the
Land comprising the footprint of the "Physicians Plaza B" (the "Premises") as
shown on the site plan attached herelo as Exhibit B (the "Campus Site Plan") to
the Tenant. The legal description of the Premises is attached hereto as Exhibit C.
For and in consideration of the agreement of Tenant to pay Renl (as hereinafter
defined) and other sums herein provided and to perform the terms, covenants and
conditions herein contained, the [ull performance and observance of which are
hercby agreed to by Tenant, Landlord hereby leases to Tenant, and Tenant hereby
leases from Landlord, the Premises.

N KPL 652680 v3
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Amendment to Seclion 4.4. Section 4.4 is hereby revised in its entirety to read as

44 Utility and Communication Easements.

Landlord hereby grants, conveys and encumbers the Land with perpetual
non-exclusive easements for passage, construction, installation, maintenance,
repair, replacement and use of utility lines, pipes, wires, conduits, flues, ducts,
lines and other equipment including without limitation, electricity, gas, water,
communications, sewer and storm drainage from the surrounding public
thoroughfares to MOB B and the Premises. The location of such Utility and
Communication Easements shall be subject to the approval of the Landlord,
which approval shall not be unreasonably withheld, conditioned or delayed.

Amendment to Exhibit A. Exhibit A to the Ground Lease is hereby replaced with

the Exhibit A attached to this First Amendment.

4,

Ground Lease.

S.

Addition of Exhibit C. Exhibit C attached hereto is hereby made a part of the

Full Force and Effect. All provision of the Ground Lease not expressly amended

herein shall remain in full force and effect in accordance with their terms.

N KPE 652680 v3
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IN WITNESS WHEREOF, the parties have executed this Amendment as of the day and

date as stated above.

N KPIE 652680 v3
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LANDLORD:

ST. MARY'S HEALTH SYSTEM. INC.

By: /éﬁf

Tile:  CFU

TENANT:

EMORY DEVELOPMENT PARTNERS,
LLC

/Norman Brilm‘
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Exhibit A
Legal Description of the Land

Situated in the Sixth Civil District in Knox County, Tennessee on the North side of
Emory Road (SR 131) approximately 1174 feet East from the eastern R.O.W. of Conner
Road; said point marking the southeast comner of Lot 4R of the Resubdivision of
Rutherford Commercial Park as recorded in Instrument 200207120003737 in the

Register's Office for Knox County, Tennessee.

Then with the line of the Rutherford Commercial Park Subdivision Lots 4R, 3, 2, and 1
the following calls:

North 43 degrees 33 minutes West -- 354.65 feet to an iron pin;
North 43 degrees 33 minutes West — 318.54 feet to an iron pin;
North 43 degrees 38 minutes West —191.87 feet to an iron pin;

North 43 degrees 35 minutes West — 160.17 feet to an iron pin in the line of J. S.
Ridenour Properties LLC as recorded in Instrument 200111210040624,

Then with Ridenour North 46 degrees 26 minutes East — 104.60 feet to an iron pin
marking the property of St. Mary’s Health System acquired from Watson recorded in
Instrument 200302060069420;

Then continuing with Ridenour North 43 degrees 42 minutes West — 1147.86 feet to an
iron pin at a twenty five foot access easement in the line of Stooksbury;

Then with Stooksbury (as recorded in Deed Book 1795 page 119), crossing the easement
North 46 degrees 29 minutes East — 408.99 feet to an iron pin;

Then with Stooksbury (recorded in Map Book 74L page 8) North 46 degrees 30 minutes
East — 516.38 feet to an iron pin in the line of Hawkins (Deed Book 1979 page 996);

Then with Hawkins South 42 degrees 16 minutes East —1150.08 feet to an iron pin in the
line of Knoxville Plastiline LLC (recorded in Deed Book 2276 page 24);

Then with Knoxville Plastiline South 43 degrees 28 minutes East — 1186.89 feet to an
iron pin at the northwest corner of Lot One of Overholt Subdivision as recorded in
Instrument 200305070101876;

Then with Overholt South 43 degrees 31 minutes East — 250.90 feet to a point in the
right-of- way of Emory Road;

Then with Emory Road the following four calls:

With a curve to the right having a radius of 4745.00 feet a chord of 104.98 feet
bearing South 67 degrees 41 minutes West;

A-l
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Then South 69 degrees 09 minutes West — 390.05 feet to an iron pin at Dannaher
Lane;

Then crossing Dannaher Lane (a county road described below proposed for
closing) South 69 degrees 09 minutes West 220.00 feet;

Then South 69 degrees 09 minutes West — 366.89 feet to the POINT OF
BEGINNING containing 50.58 acres.

Being the same property conveyed to St. Mary's Health System, Inc. by deeds from
(i) Sam Furrow of record in Deed Book 2095, page 1038, Register's Office for Knox
County, Tennessee and (i1) Franklin Eugene Watkins and wife, Rose Kathryn Watkins, of
record as Instrument No. 200302060069420, said Register's Office.

A-2
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Exhibit C
Legal Description of the Premises

Situated in the Sixth Civil District of Knox County, Tennessee, and without the corporate
limits of the City of Knoxville, Tennessee and being more particularly described as
follows:

To find the POINT OF BEGINNING, commence on an iron pin located in the
northern right of way of Emory Road corner common to St. Mary’s Health
System and Rutherford Commercial Park and being approximately 1174 feet
Northeast of Conner Road; thence leaving Emory Road and with Rutherford
Commercial Park and St. Mary’s Health System North 43 degrees 33 minutes
West 354.65 feet to an iron pin; thence North 43 degrees 33 minutes West 318.59
feet to an iron pin; thence North 43 degrees 38 minutes West 191.91 feet to an
iron pin; thence North 43 degrees 35 minutes West 13.03 feet to a point; thence
leaving Rutherford Commercial park and across St. Mary’s Health System North
46 degrees 25 minutes East 169.17 feet to the POINT OF BEGINNING; thence
with the proposed building line the following 11 calls and distances:

North 13 degrees 37 minutes West 59.33 feet to a proposed building corner;
thence North 76 degrees 23 minutes east 10.85 feet to a proposed building corner;

thence North 13 degrees 37 minutes West 222.00 feet to a proposed building
corner;

thence North 76 degrees 23 minutes East 113.00 feet to a proposed building
coImer;

thence South 13 degrees 37 minutes East 199.12 feet to a proposed building
corner;

thence South 78 degrees 58 minutes East 24.77 feet to a proposed building corner;
thence South 58 degrees 19 minutes East 20.00 feet to a proposed building corner;

thence South 25 degrees 42 minutes West 12.00 feet to a proposed building
corner,

thence south 76 degrees 15 minutes West 142.47 feet to a proposed building
corner;

thence South 13 degrees 25 minutes East 48.06 feet to a proposed building corner;

thence South 76 degrees 35 minutes West 10.22 feet to the POINT OF
BEGINNING containing 0.634 acres more or less.

C-1
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Being the same property leased to Emory Development Partners, LLC by St. Mary's
Health System, Inc. pursuant to a Ground Lease Agréement dated as of December 12,

2007.

The Premises is a portion of the Land described in Exhibit A, attached hereto (the
“Land").

C-2
N KPE 652680 v3
2824135-000013 3/27/2008



SUPPLEMENTAL-#3

SECOND AMENDMENT TO
GROUND LEASE

THIS SECOND AMENDMENT TO GROUND LEASE (the "Second
Amendment") made as of the 27th day of October, 2008 by and between ST. MARY'S
HEALTH SYSTEM, INC,, a Tennessee nonprofit corporation ("Landlord") and EMORY
DEVELOPMENT PARTNERS, LLC, a Tennessee limited liability company ("Tenant"),

WHEREAS, Landlord and Tenant entered into a certain Ground Lease as of the
12" day of December, 2007, as amended by a First Amendment to Ground Lease dated as
of April 15, 2008 (collectively, the "Ground Lease"); and

WHEREAS, the Campus Site Plan attached fo the Ground Lease as Exhibit B
contained an error in the labeling of Physicians Plaza B; and

WHEREAS, the parties desire to amend the Ground Lease to amend and teplace
Exhibit B,

NOW THEREFORE, in consideration of the mutual covenants and promises of
the parties and other good and valuable consideration, the parties do hercby agree as

follows:

1. Amendment to Exhibit B. The Carnpus Site Plan attached as Exhibit B to
the Ground Lease is hereby amended and replaced with the Bxhibit B attached to this

Second Amendment,

2, No Merger, The Ground Lease is amended by adding the following new
Section 18.15:

18.15 No Merger.

Landlord and Tenant further covenant and agree thet there shall be no
merger of the Premises with the fee estate of the owner or owners of the Land, by
reason of the fact that the Premises or any part thereof may be held by or for the
account of any person qr persons who shall be the owner or owners of such fee
estate in the Land, unless and until all persons at the time having an interest in the
fee estate in the Land and all persons, including a Leasehold Mortgagee, at the
time liaving an interest in the Premises shall join in a written instrument effecting
such merger and shall duly record such instrument i the public records,

3, Full Force and Effect, All provision of the Ground Lease not expressly
amended herein shall remain in full force and effect in accordance with their terms,

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the partigs have executed this Second Amendment as |
of the day and date as stated above,

LANDLORD:
ST. MARY'S HEALTH SYSTEM,

By: Z_ALELJ A/Of:wmﬁ

Title: _Efé.S‘l()LLA«JL + CEO

TENANT: ;;

EMORY DEVELOPMENT
PARTNERS, LLC

By: f
Norman Brinkman, Manager !

N KPE 665100 v]
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IN WITNESS WHEREOF, the parties have executed this Second Amendment as
of the day and date as stated above,
LANDLORD:

ST. MARY’S HEALTH SYSTEM,
INC,

By:

Title:

TENANT:

EMORY DEVELOPMENT
PARTNERS, LL

N KPE 665100 v1
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Exhibit B

DESCRIPTION OF PREMISES
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Exhibit C
LANDLORD’S WORK

Elevator installation or written documentation evidencing a variance from the applicable
governmental authorities removing the requirement that a second elevator be installed

Relocation of the existing tenant located in the Premises, provided that the existing tenant may be
removed up to 30 days after the Estimated Delivery Date while the remainder of the Premises shall
be delivered on the Estimated Delivery Date, subject to the terms and conditions herein.

Tenant plans to allocale, at its sole expense, up to $28 per Rentable SF to install a Variable
Refrigerant Flow (“VRF”) HVAC System to serve the Premises substantially similar to the quote
received by Landlord and provided as Exhibit C-1. The VRF system shall be designed and
constructed in accordance with applicable codes and regulations consistent with Tenant’s intended
use as a Long Term Acute Care Hospital. In the event that a VRF system exceeds $28 per Rentable
SF, Landlord shall, at Landlord’s option, pay the premium expense associated with the VRF system
or shall provide an air handler to accommodate required hospital air exchanges.

Delivery of the Premises in “as-is” condition, consistent with the original construction plans
prepared by the shell architect. Upon request, Landlord will deliver to Tenant a full set of such
architectural plans for the Building shell. The Premises shall be in “broom clean” condition, but
without demolition of any existing improvements.

Note: Landlord’s work shall commence upon receipt from Tenant of the following: (a) proof of
issuance of a Certificate of Need; (b) an executed Ground Lessor Consent.

2645599 v.1
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Exhibit C-1
Interstate Mechanical Contractors, Inc.

BUDGET

TN-LIC # 00011994 Expiration 4-30-15
Unlimited N.Carolina LIC # 21370 Expiration 12-
31-13 Unlimited

Classification; BC-2, 18, 20; MC-A,B, C,D; MU-
A(1,2,3); CMC; Classification; P,H-1, H-2-Class I
A. Kentucky LIC; Plumbing—M6231 HVAC—
MO03852  Unlimited Expiration 1-31-14 )
3200 HENSON ROAD ®» P.O, BOX 50610 e KNOXVILLE, TENNESSEE 37950-0610
PHONE (865) 588-0180
FAX (865) 602-4130
TO: N.T.Brinkman, Inc DATE: 11-26-13
ATTN: Benjamin Ochs
PH: 434-293-8004 JOB: LTACH

Medical Floor with 23,951 sq ft

LOCATION: Knoxville, TN

Email: beno@ntbrinkman.com
ENGINEER: Bernie McGraw

NOT RESPONSIBLE FOR DELAYS BY ORDERS FOR SPECIAL

MATERIAL OR EXTRA ACCEPTED

REASON QF STRIKES, ACCIDENTS OR PRICES SUBJECT TO CHANGE WITHIN 30 DAYS WITH THE

DISTINCT UNDERSTANDING THAT THEY

CAUSES BEYOND OUR CONTROL, ARE NOT SUBJECT TO

CANCELLATION. .
DESCRIPTION

We are pleased to propose the following BUDGET on the above referenced project in
accordance with Phone conversation with Ben and information provided by Bernie McGraw

Following Plans received as bid documents; Floor plan of a 23,951 sq ft second floor.

We acknowledge the receipt of addendums; None

We propose to furnish labor and material for the following areas:
2. DIVISION 15-MECHANICAL

1. Furnish and install the following equipment:
a. 1-4,000 cfm Energy Recovery Unit
b. 3-20 ton of condensing units
c. 34-Cassette 4-way boxes
d. 1l4-Inline Boxes
e, ??-BS Boxes
2. Furnish and install ductwork as follows:
a. All ductwork will be installed per SMANCA requirements.
b. All ductwork will be galvanized square and or round.

2
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c. Inline boxes will be ducted to required space and terminates with a
supply grills.

d. 4,000 cfm will be ducted from roof to the 2™ floor, providing outside air
to all required portions of this floor. All exhaust from restrooms and a
few other areas will be ducted back to the energy recovery unit.

e. All ductwork will be insulated with2” flexible foil insulation with vapor
barrier.

3. Refrigerant piping will be as follows:

a. All copper larger than 1-1/8"” will be hard type L copper with sil-flos
joints. All copper 7/8" or smaller will be soft rolled copper. All
refrigerant lines will be insulated with !%” armoflex insulation,

b. Before starting, all refrigerant lines will be vacuumed down to 500
Mincom.

4., Roof work included in quote is as follows:

a. Provide new curb for energy recovery unit,

b. Provide a 47 channel frame around opening to help the support of the ERV.

c. Provide equipment rails and refrigerant opening curbs for the VRF
equipment.

d. Roofing to flash in all new curbs is included in quote.

5. Controls for the VRF system will be as follows:

a. Master controller will be installed per owner'’s direction.

b. Each VRF box will have a wall thermostat to control heating and or
cooling.

c¢. ERV will have smoke detectors installed and wired to shut system down
upon activation. Wiring smoke detectors into fire alarm system is by
others.

6. Test and balance will be provided by an independent agency.

7. Electrical wiring of VRF system is included in quote.

B. All equipment will be started and put into complete operation.

9, Owner to receive training on the operation of new system.

QUALTFICATIONS:

1. All plumbing services to five feet outside building

2. Pricing includes natural gas line out to generator

3. No site utilities are included in base bid.

4, All excavated spoils will be removed from site.

5. No exhaust fans provided for any isolation rooms if needed.

6. Removal of existing ceiling tile and or grid is NOT included.

7. Boxing the ductwork of the ERV from the roof thru the 3™ floor is NOT included
in guote.

8. Cutting floor for duct penetration thru the 3 floor is included in quote.

9.

EXCLUSIONS:
1. No Rock Excavation
8. No Bond

2. No Removal or relocation of unknown utilities 9. No
Fire Protection or Site Fire Lines

3. No Temporary Utilities or Toilets 10. No Asphalt or
Concrete Work

4. No Temporary Heating or Cooling 11. No Electrical

5. No Painting 12, No Site Utilities in Base
Bid

6. No Meter or Tap Fees 13. No Commissioning

7. No Exterior Caulking Included

BASE BID: $ 566,000.00

0914815\159232\1528999v7
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Very truly yours,
Signed:
——
) o Sy
' |

Terry L.

Self; President

Now to answer your questions:
1. How accurate is this budget: Dealing with an existing building; and not even

looking at it, anything could cause the price to be higher or lower. Under
normal circumstance, the price above should be relative close to what needs
to be down.

2. Just for budget purpose, I used a cassette in each patient room and one in
the manager’s office. I used inline boxes in the other areas so I could get
ductwork, insulation and air distribution budgeted. Most of the time, there
is all type of indeoor units used on a normal job.

3. Structural steel is a guess in the dark. Nobody is going to guess at what is
presently there compared to what may be needed. The structural steel frame I
have estimated is to allow the ductwork to penetrate the roof without the

decking to sag.

0914815\159232\1528999v7
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Exhibit D

TENANT IMPROVEMENTS

1. Tenant Improvements. Tenant shall install, furnish and construct in a good and
workmanlike manner, the Tenant Improvements substantially in accordance with the “Plans and
Specifications” 1o be prepared in accordance with Section 2 below.

2. Space Plan and Specifications.

(a) Tenant has selected, and Landlord has approved, B (the
“Architect”) as the architect for the design of the Tenant Improvements. Tenant shall cause the
Architect to prepare and deliver to Landlord draft floor plans and outline specifications for the
Tenant Improvements. Landlord shall not unreasonably withhold or delay its approval of such floor
plans and outline specifications. If Landlord has any objections or comments with respect to such
draft floor plans and outline specifications, Landlord shall notify Tenant of such objections in
writing within five (5) business days after Landlord’s receipt thereof or Landlord shall be deemed to
have approved such draft floor plans and outline specifications. If Landlord timely makes
objections or comments, Tenant shall promptly cause appropriate modifications to be made to the
floor plans and outline specifications, and shall promptly resubmit to Landlord the modified floor
plan and outline specifications, which shall be subject to the same review, approval and
modification procedures set forth above, except that the time period for Landlord’s review shall be
three (3) business days. The final floor plans and outline specifications for the Premises and the
Tenant Improvements approved by Landlord shall hereinafter be referred to as the “Outline
Specifications.”

(b) Following approval of the Outline Specifications, Tenant shall cause the Architect to
prepare any and all necessary construction documents for the Tenant Improvements, including, but
not limited to, architectural, mechanical and electrical working drawings to scale, together with
specifications necessary to complete the Tenant Improvements. The construction documents will be
prepared based upon the Outline Specifications, and shall in all material respects be consistent with
such Outline Specifications. If Landlord has any objections or comments with respect to such
construction documents, working drawings and specifications, it shall notify Tenant and Architect
in writing of such objections within five (5) business days after receipt thereof or Landlord shall be
deemed to have approved such documents, drawings and specifications. If Landlord timely makes
objections or comments, Tenant shat! promptly cause appropriate modifications to be made to the
construction documents and shall promptly resubmit to Landlord the modified construction
documents, which shall be subject to the same review, approval and modification procedures as set
forth above, except that the time period for Landlord’s review shall be three (3) business days. The
final construction documents, working drawings and specifications for the Tenant Improvements
approved by Tenant and Landlord, shall be referred to as the “Plans and Specifications™.

(c) Within one hundred fifty (150) days following the Effective Date, Tenant shall
provide Landlord with copies of its Plans and Specifications as approved by the State Health
Department.

0914815\159232\1528999v7
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3. Permits. Tenant shall obtain and maintain all authorizations, approvals and permits required
by any governmental entity for the construction of the Tenant Improvements. Landlord shall
cooperate with Tenant in obtaining such authorizations, approvals or permits.

4. Construction. After approval of the Plans and Specifications, Tenant will enter into a firm
price construction contract (on American Institute of Architects (“AlA”) Form A-107) with a
contractor selected by Tenant and approved by Landlord. Thereafter, Tenant shall cause the
Leaschold Improvements to be diligently constructed in accordance with the Plans and
Specifications, in a good and workmanlike manner and in accordance with all applicable legal
requirements and good construction practices.

5. Change Requests. Tenant may substitute materials (of equal or greater quality) and make
non-material changes to the Plans and Specifications without Landlord’s consent. Any material
change to the Plans and Specifications shall require Landlord’s consent, which consent shall not be
unreasonably withheld, conditioned or delayed. Landlord shall respond to all change requests
within three (3) business days after receipt of such request. Notwithstanding the foregoing,
Landlord may not withhold its consent to any change to the Plans and Specifications required to
obtain licensure, certification or accreditation of Tenant’s long term acute care hospital.

6. Allowance.

(a) Landlord shall fund the costs incurred by Tenant with respect to the Tenant
Improvements, including design, permitting and construction costs, up to an aggregate of
$1,670,525 ($65.00 per rentable square foot) (the “Allowance™).

(b) Tenant shall have the right to receive disbursements of the Allowance from Landlord
on a monthly basis. To obtain a disbursement from the Allowance, Tenant shall submit to Landlord
a written request specifying the amounts requested to be paid to Tenant, accompanied by copies of
invoices or receipts from other design professionals, consultants, contractors or suppliers providing
services, labor or materials in connection with the design and construction of the Tenant
Improvements and the fit out of the Premises with cabling, wiring, furniture, fixtures and
equipment for Tenant’s use thereof.

(c) Landlord shall fund the amount requested by Tenant by check or wire within twenty
(20) days following receipt of Tenant’s request, provided that Landlord shall have no obligation to
fund any amount in excess of the Allowance. All costs of the Tenant Improvements in excess of the
TI Allowance, if any, shall be paid by Tenant as and when due.

(d) At Tenant’s election, Tenant may apply all or any portion of the Allowance to the
costs of Tenant’s furniture, fixtures and equipment and/or Tenant’s moving expenses.

(e) Within one hundred and eighty (180) days following the Effective Date, Landlord
shall provide Tenant with an amortization schedule (the “TI Amortization Schedule”) for Landlord’s
recovery of the Allowance over the Term of the Lease.

6
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7. Demolition. Tenant acknowledges that it shall be responsible for demolition of existing
improvements within the Premises.

8. Landlord Indemnification. Prior to the commencement of Tenant’s work, Tenant shall
provide Landlord with evidence of insurance in amounts satisfactory to Landlord in its reasonable
discretion and naming Landlord and its property manager as additional insureds. Further, Landlord
shall enter into a written agreement with Landlord and its property manager indemnifying them
from and against any claims or losses arising out of Tenant’s construction activities.

% Coordination of Construction Activities. Tenant shall coordinate its construction activities
with Landlord’s property manager and shall use reasonable efforts to undertake such construction
during normal business hours, or at such other times and in such manner as to not unreasonably
disturb other tenants’ use of the Building. Any alteration of utilities will need to be scheduled in
advance through Landlord’s property manager and at such times as other tenants are not in use of
their space. From time to time, upon Landlord’s request, Tenant agrees to meet with Landlord to
discuss construction progress and any issues relating thereto.
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FORM GUARANTY

THIS GUARANTY, dated as of January 2™ 2014 (together with all amendments and
supplements hereto, referred to as this “Guaranty”), is from SELECT MEDICAL
CORPORATION, a Delaware corporation (herein, together with its successors and assigns,
including, without limitation, any entity succeeding thereto by merger, consolidation or
acquisition of its assets substantially as an entirety, referred to as “Guarantor”), to CHP
KNOXVILLE PLAZA B MOB OWNER, LLC, a Tennessee limited liability company (herein,
together with its successors and assigns, referred to as “Landlord”).

WHEREAS, Landlord owns a Medical Office Building located at 7557-B Dannaher
Drive, Powell, TN and known as North Knoxville Medical Center Physicians Plaza B (the “Host
Facility”). The Host Facility includes a portion of the first floor of the Host Facility containing
approximately 25,701 square feet of space (collectively, the “Premises”).

WHEREAS, Tenant leases from Landlord and Landlord leases to Tenant the Premises
pursuant to a Lease Agreement dated as of even date herewith, between Landlord and Tenant (the
“Lease”) (capitalized terms not defined herein shall have the meanings given in the Lease); and

WHEREAS, Tenant is a 100% owned subsidiary of Guarantor; and

WHEREAS, the execution and delivery of this Guaranty by Guarantor is an inducement
to Landlord to enter into the Lease and Landlord has advised Guarantor that it is not willing to
enter into the Lease unless this Guaranty is executed and delivered;

NOW, THEREFORE, in consideration of the premises, and other valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, Guarantor agrees with Landlord as
follows:

1. Guarantor unconditionally and irrevocably guarantees (a) the payment and
performance by Tenant of all its obligations, covenants, agreements, terms and conditions under
the Lease and (b) the prompt payment of all sums which may become payable by Tenant
pursuant to the Lease in full when due in accordance with the provisions thereof. Guarantor
agrees to pay to Landlord such reasonable and actual amounts as shall be sufficient to cover the
cost and expense actually incurred in collecting such sums, or any part thereof, or of otherwise
enforcing this Guaranty, including without limitation, in any case, reasonable attorneys’ fees and
disbursements. This Guaranty is a guaranty of payment and performance and not of collection.

2. The obligations, covenants, agreements and duties of Guarantor under this
Guaranty shall in no way be affected or impaired by reason of the happening from time to time of
any of the following, although without notice to or the further consent of Guarantor:

PHRF/ 9$76777.8
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(a) the waiver by Landlord of the performance or observance by Tenant,
Guarantor, or any other party of any of the agreements, covenants, terms or conditions
contained in the Lease or this Guaranty;

(b) the extension, in whole or in part, of the time for payment by Tenant or
Guarantor of any sums owing or payable under the Lease (provided, however, that if any
such extension is expressly granted by Landlord, then Guarantor shall be entitled to the
benefit of such extension);

(c) the modification or amendment, whether material or otherwise, of any of the
obligations of Tenant under the Lease, whether the same be in the form of a new agreement
or the modification or amendment of the existing Lease (any of the foregoing being a
“Modification™), or of Guarantor under this Guaranty; provided, however, that (unless such
Modification is required by law or on account of bankruptcy or insolvency) no Modification
which has the effect of increasing the obligations of Guarantor hereunder shall be effective
against Guarantor to the extent of such increase unless Guarantor shall be a party to, or
consent to, such Modification; provided, further, that if any Modification is made without
such consent of Guarantor, such Modification shall be ineffective as against Guarantor only
to the extent the same shall increase the obligations of Guarantor under this Guaranty, it
being expressly agreed that (even if such Modification has the effect of increasing the
likelihood of a default by Tenant under the Lease) Guarantor shall remain liable to the full
extent of this Guaranty as if such Modification had not been made;

(d) the doing or the omission of any of the acts (including, without limitation,
the giving of any consent referred to therein) referred to in the Lease or this Guaranty;

(e) any failure, omission or delay on the part of Landlord to enforce, assert or
exercise any right, power or remedy conferred on or available to Landlord in or by the Lease
or this Guaranty, or any action on the part of Landlord granting indulgence or extension in
any form whatsoever (except to the extent, if any, that such indulgence shall have been
expressly granted by Landlord);

® the voluntary or involuntary liquidation, dissolution, sale of all or
substantially all of the assets, marshalling of assets and liabilities, receivership,
conservatorship, custodianship, insolvency, bankruptcy, assignment for the benefit of
creditors, reorganization, arrangement, composition or readjustment of, or other similar
proceeding affecting Tenant or Guarantor or any of their assets;

() the inability of Landlord or Tenant, respectively, to enforce any provision of
the Lease or this Guaranty, for any reason; or

(h) the inability of Tenant to perform, or the release of Tenant or Guarantor
from the performance of any obligation, agreement, covenant, term or condition of Tenant
under the Lease by reason of any law, regulation or decree, now or hereafter in effect.
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B In the event of the rejection or disaffirmance of the Lease by Tenant or Tenant’s
receiver pursuant to any law affecting creditor’s rights, Guarantor will, and does hereby (without
the necessity of any further agreement or act) assume all obligations and liabilities of Tenant
under or arising out of the Lease, to the same extent as if Guarantor had been originally named
the lessee under the Lease, and there had been no such rejection or disaffirmance; the Guarantor
will confirm such assumption in writing at the request of Landlord, upon or after such rejection
or disaffirmance. Guarantor, upon such assumption, shall have all rights of Tenant under the
Lease and shall be entitled to a new lease on all of the terms and conditions of the Lease with
respect to the unexpired portion of the Lease (to the extent permitted by law). Guarantor will
execute and deliver such documents as Landlord may from time to time reasonably require to
evidence such assumption, to confirm this Guaranty and to certify that Guarantor is not in default
hereunder.

4, This Guaranty shall be construed in accordance with the laws of the state in which
the Premises are located.

5. This Guaranty may not be modified or amended except by written agreement duly
executed by Guarantor with the consent in writing of Landlord.

6. Guarantor shall provide Landlord with financial statements in accordance with
Section 21(b) of the Lease.

A All notices given pursuant to this Guaranty shall be in writing and shall be validly
given when sent by a courier or express service guaranteeing overnight delivery and which will
upon request provide a receipt of such delivery or by certified letter return receipt requested, and
all notices shall be validly given when addressed as set forth below. If this Guaranty provides for
a designated period after notice within which to perform any act, such period shall commence on
the date of receipt or refusal of such notice. If this Guaranty requires the exercise of a right by
notice on or before a certain date or within a designated period, such right shall be deemed
exercised on the date of mailing of such notice pursuant to which such right is exercised. Notice
shall be addressed as follows:

If to Landlord: CHP KNOXVILLE PLAZA B MOB OWNER, LL.C
450 South Orange Avenue, Suite 1200
Orlando, FL 32801
Attn: Director of CHP

with a copy to: Lowndes, Drosdick, Doster, Kantor & Reed, P.A.
P.O. Box 2809
Orlando, FL 32802-2809
Attn: William T. Dymond, Esq.

If to Guarantor: Select Medical Corporation
4714 Gettysburg Road
Mechanicsburg, PA 17055
Attn: General Counsel
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Landlord and Tenant each may from time to time specify, by giving 15 days’ notice to each other
party, (a) any other address in the United States as its address for purposes of this Guaranty and
(b) any other person or entity in the United States that is to receive copies of notices, offers,
consents and other instruments hereunder.

8. Guarantor hereby irrevocably submits to the jurisdiction of any state or federal
court sitting in the state where the Premises is located in any action or proceeding arising out of
or relating to this Guaranty, and Guarantor hereby irrevocably agrees that all claims in respect of
such action or proceeding may be heard and determined in such state or federal court. Guarantor
agrees that a final judgment in any such action or proceeding shall be conclusive and may be
enforced in other jurisdictions by suit on the judgment or in any other manner permitted by law.
Nothing in this Section shall affect the right of Landlord to serve legal process in any other
manner permitted by law or affect the right of Landlord to bring any action or proceeding against
Guarantor or its property in the courts of any other jurisdiction.

9. In case any one or more of the provisions hereof or of the Lease shall be held to be
invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall
not affect any other provision hereof and this Guaranty shall be construed as if such invalid,
illegal or unenforceable provision had never been contained herein.

10. This Guaranty shall be binding upon, and inure to the benefit of and be
enforceable by, the parties hereto and their respective assigns.
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This Guaranty is being executed as a document under seal on the date set forth above

SELECT MEDICAL CORPORATION

g JAVES J. TALALAI
Title;
e VICE PRESIDENT I

D141 S 552324 5289997
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AFFIDAVIT -

STATE OF TENNESSEE

COUNTY OF _Davidson

NAME OF FACILITY: sSselect Specialty Hospital-North Knoxville
CN #1312-047

|, Paul W. Ambrosius

, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,
accurate, and complete.

Signature/Title

Sworn to and subscribed before me, a Notary Public, thisthe _9th day of January, 204 ,

witness my hand at office in the County of _Davidson , State of Tennessee.

Kty m //Maaéy

NOTARY PUBLIC

',
My commission expires March 8 , 201 6\{ o’ .“{’5'66"\5_‘
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State of Tennessee

Health Services and Development Agency
Frost Building, 3" Floor, 161 Rosa L. Parks Boulevard, Nashville, TN

37243
www.tn.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

December 11, 2013

John Wellborn

Development Support Group
4219 Hillsboro Road, Suite #203
Nashville, Tennessee 37215

RE:  Certificate of Need Application CN1312-047
Select Specialty Hospital-North Knoxville

Dear Mr. Wellborm:

This will acknowledge our December 6, 2013, receipt of your application for the relocation of
thirty-three (33) long term acute care beds from 900 East Oak Hill Avenue, 4™ floor, Knoxville
(Knox County), TN to leased space at North Knoxville Medical Center, Physicians Plaza B, First
Floor, 7557-B Dannaher Drive, Powell (Knox County), TN.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. I should emphasize that an application cannot be deemed
complete and the review cycle begun until all questions have been answered and furnished to this
office.

Please submit responses in triplicate by 4:00 p.m., Wednesday December 18, 2013. If the
supplemental information requested in this letter is not submitted by or before this time, then
consideration of this application may be delayed into a later review cycle.

1. Section A, Applicant Profile, Item 4

Please submit documentation from the Tennessee Secretary of State web-site that verifies
Select Specialty Hospital is an active corporation.

Please clarify the relationship between Intensia Hospital of Knoxville, Inc. and the
applicant.

Select Medical Corporation appears to have several lines of business such as long-term
acute care, medical rehab, physical therapy, and business solutions. Please provide a
general overview of these services and how many of each type are located in each state in
which they operate.



Mr. John Wellborn
December 11,2013
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Please provide an ownership chart for the applicant that includes the percentage of
ownership.

2. Section A, Applicant Profile, Item 6

The Agency will need a deed, a purchase agreement, lease agreement, option to lease or
other legal document which demonstrates the applicant has a legitimate legal interest in
the property on which to locate the project. A fully executed (signed by both parties)
Option to Purchase must at least include the expected purchase price, a description of the
property with address and the anticipated date of closing. A fully executed Option to
Lease must at least include the expected term of the lease and the anticipated lease
payments.

3. Section A, Applicant Profile, Item 13

The applicant notes United Community Healthcare (UHC) Plan is not contracted, but the
applicant has pursued a contract. Please clarify what the current barriers are in obtaining
a TennCare contract with UHC.

Please also clarify why there is not a contract with TennCare Select.

Where are patients in the proposed service area who are enrolled in UHC and TennCare
Select referred to for LTAC services?

4. Section B, Project Description, Item 1.

The applicant has requested consent calendar for this project. Please address the reason
consent calendar is being requested as it relates to each of the following: 1) Need, 2)
Economic Feasibility, and the 3) Orderly development to health care.

What is the facility age of the current fourth floor LTAC leased space at 900 East Oak
Hill Avenue, Knoxville?

Please compare the current lease expense at the existing location to the lease expense at
the new proposed location.

Is there a 25% threshold limit that applies to the number of patients admitted from the
proposed new location at North Knoxville Medical Center? When responding please
explain the 25% threshold limit.

Please complete the following table for the source of LTAC admissions of Select
Specialty Hospital-North Knoxville in 2012.

Admission Source Admissions % Total

Physicians Reg. Hospital

North Knoxville Medical
Ctr.




Mr. John Wellborn
December 11,2013

Page 3

Other Hospitals (please list)

Nursing Homes

Patient Homes

Other

Does the applicant expect the patient admission mix to change at the new location? If so,
how will it change?

Section B, Item I1.A.
Please submit a square footage and costs per square footage chart.
Section B, Item I1.D.

What are the dimensions of the private rooms at the new proposed site? What are the
LTAC private room dimensions recommended by AIA?

Section B, Project Description Item III.A.(Plot Plan)

The plot plan appears to be labeled incorrectly in the attachments. Please revise tab.
There appears to be limited parking areas in the rear of the building next to the proposed
LTAC, please clarify. Also, is there a covering for patient access near the proposed
LTAC site?

Section B, Project Description Item II1.B.1

Table five of mileage and drive times are noted. However, please clarify why the
distance from Oak Ridge (Anderson County) to the proposed and current site is different
(19.4 miles vs. 26.4), but the traveling time is the same (31 minutes).

Section C, Economic Feasibility, Item 4. (Projected Data Chart)

What is included in Ancillary Patient Services line expense of $2,167,396 in Year 20157

Please clarify why the equipment rental expenses and corporate services expenses are the
exact amount in Year 2015 ($238,700) and 2016 ($241,175).

Please clarify if the applicant will be paying for construction costs in addition to lease
expense.

Please explain why net operating income is projected to fall from $1,103,710 in Year
2013 at the current location, to $235,641 in Year One at the proposed new location.

10. Section C, Economic Feasibility, Item 10.




Mr. John Wellborn
December 11, 2013
Page 4

Please provide the most recent audited financial statements for Select Medical
Corporation.

11. Section C, Orderly Development, Item 1.

Please list the service area hospitals the applicant has transfer agreements and which ones
they do not.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed

void.” For this application, the sixtieth (60"‘) day after written notification is Friday,
February 7, 2014. If this application is not deemed complete by this date, the application
will be deemed void. Agency Rule 0720-10-.03(4)(d)(2) indicates that "Failure of the applicant
to meet this deadline will result in the application being considered withdrawn and returned to
the contact person. Resubmittal of the application must be accomplished in accordance with
Rule 0720-10-.03 and requires an additional filing fee." Please note that supplemental
information must be submitted timely for the application to be deemed complete prior to the
beginning date of the review cycle which the applicant intends to enter, even if that time is less
than the sixty (60) days allowed by the statute. The supplemental information must be submitted
with the enclosed affidavit, which shall be executed and notarized; please attach the notarized
affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. > 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited.  Any
communication received by an agency member from a person unrelated to the applicant
or party opposing the application shall be reported to the Executive Director and a
written summary of such communication shall be made part of the certificate of need
file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
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been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please do not hesitate to
contact this office.

ity M. ans—

Phillip M. Earhart
HSD Examiner

PME

Enclosure



State of Tennessee

Health Services and Development Agency

Andrew Jackson State Office Building, 9" Floor, 500 Deaderick Street
Nashville, TN 37243

www.tn.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

December 20, 2013

John Wellborn

Development Support Group
4219 Hillsboro Road, Suite #203
Nashville, Tennessee 37215

RE: Certificate of Need Application CN1312-047
Select Specialty Hospital-North Knoxville

Dear Mr. Wellborn:

This will acknowledge our December 16, 2013, receipt of supplemental information to your
application for the relocation of thirty-three (33) long term acute care beds from 900 East Oak
Hill Avenue, 4™ floor, Knoxville (Knox County), TN to leased space at North Knoxville Medical
Center, Physicians Plaza B, First Floor, 7557-B Dannaher Drive, Powell (Knox County), TN.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. I should emphasize that an application cannot be deemed

complete and the review cycle begun until all questions have been answered and furnished to this
office.

Please submit responses in_triplicate by 4:00 p.m., Thursday December 26, 2013. If the
supplemental information requested in this letter is not submitted by or before this time, then
consideration of this application may be delayed into a later review cycle.

1. Section A, Applicant Profile, Item 6

The applicant’s response that documentation of legal interest in the site for the relocated
LTACH will be submitted under separate cover is noted.

2. Section B, Project Description, Item I.

The applicant stated that no more than 25% of an LTACH’s Medicare admissions can
come from any single provider location. The chart by admission source submitted
indicated that 36.91% of the 2012 Medicare admissions to Select Specialty Hospital-
North Knoxville were from Physicians Regional Medical Center. Please explain.

The applicant has stated there will be no significant change in referral sources or case
mix. Wouldn’t the applicant expect an increased number of referrals from North
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Knoxville Medical Center and a reduced number of referrals from Physicians Regional
Medical Center?

3. Section B, Item I1.A.

The applicant has stated the new lease will be for 25,107 rentable square feet; however
the Square Footage Chart lists a total of 23,624 square feet. Please explain.

4. Section B, Project Description Item ITI.A.(Plot Plan)

The applicant has stated that all patients coming to the LTACH for admission will first
come by ambulance transport to North Knoxville Medical Center’s Emergency
Department. What is the admission process for North Knoxville Medical Center patients
being discharged to the LTACH?

5. Section C, Economic Feasibility, Item 10.

Your response to this item is noted. If available, please provide the audited financial
statements for Select Specialty Hospital-North Knoxville.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed

void.” For this application, the sixtieth (60"™) day after written notification is Friday,
February 7, 2014. If this application is not deemed complete by this date, the application
will be deemed void. Agency Rule 0720-10-.03(4)(d)(2) indicates that "Failure of the applicant
to meet this deadline will result in the application being considered withdrawn and returned to
the contact person. Resubmittal of the application must be accomplished in accordance with
Rule 0720-10-.03 and requires an additional filing fee." Please note that supplemental
information must be submitted timely for the application to be deemed complete prior to the
beginning date of the review cycle which the applicant intends to enter, even if that time is less
than the sixty (60) days allowed by the statute. The supplemental information must be submitted
with the enclosed affidavit, which shall be executed and notarized; please attach the notarized
affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 3 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
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between agency members and agency staff shall not be prohibited.  Any
communication received by an agency member from a person unrelated to the applicant
or party opposing the application shall be reported to the Executive Director and a
written summary of such communication shall be made part of the certificate of need
file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please do not hesitate to
contact this office.

T e

Phillip M. Earhart
HSD Examiner

PME/MAF

Enclosure
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December 16, 2013

Phillip M. Earhart, HSD Examiner

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application CN1312-047
Select Specialty Hospital--North Knoxville

Dear Mr. Earhart:

This letter responds to your recent request for additional information on this
application. The items below are numbered to correspond to your questions. They are
provided in triplicate, with affidavit.

1. Section A, Applicant Profile, Item 4
a. Please submit documentation from the Tennessee Secretary of State web-
site that verifies Select Specialty Hospital is an active corporation.

The requested documentation is attached following this page.

b. Please clarify the relationship between Intensia Hospital of Knoxville, Inc.
and the applicant.

1. Intensiva Hospital of Knoxville, Inc. was organized by another hospital
company on February 6, 1977 as a Missouri corporation, received authorization te
do business in Tennessee, and operated this facility for several years under the
name “Intensiva Hospital of Knoxville”.

2. Select purchased the facility’s parent company in the late 1990°s. On February
5, 1999, Select amended Intensiva Hospital of Knoxville, Inc.’s Missouri articles
to reflect a name change to “Select Specialty Hospital--North Knoxville, Inc.”,
which is still this Missouri entity’s name. Then, on March 5, 1999, the entity’s
Tennessee Certificate of Authority was also amended to reflect that name change.
As documented in Attachment A.4 of the original submittal, Select Specialty
Hospital--North Knoxville, Inc. holds a November 25, 2013 Certificate of Good
Standing as a Missouri corporation. It is also active in Tennessee as documented
by the response to 1a above (see following page).

4219 Hillsboro Road, Suite 203 Tel 615.665.2022
Nashville, TN 37215 jwdsg@comcast.net Fax 615.665.2042



Business Entity Search - Business Services Online 12/11/13 11:27 AM

Department Home | Contact Us | Search: 1 ] (Go)

Administrative Hearings | Business Services | Charitable Fundraising | Elections | Library & Archives | Publications

Tennessee Secretary of State

Tre Hargett

Home  Corporations  Motor Vehicle Temp Liens  Summons,  Trademarks UCE Workers' Comp Exemption  More Services

Business Services Online > Search Business Information

Business Information Search

As of December 10, 2013 at 4:30 p.m. we have processed all corporate filings
received in our office through December 9, 2013 and all annual reports received in
our office through December 9, 2013.

Search: 1-10of1

Search Name: Select Specialty Hospltal-Narth Knoxville | @starts With (Contains

Control #:

Active Entities Only: () (_ Search )

« | ae i e e aie 2 TNae ol [ ERE Y pilfog 4 e

B s T A it o et it L s bmein,
SELECT SPECIALTY HOSPITAL - NORTH

000325145 CORP KNOXVILLE, INC. Entity Active 02/07/1997 Active

MISSOURI

Information about individual business entities can be queried, viewed and printed using this search tool for free.

If you want to get an electronic file of all business entities in the database,
the full database can be downloaded for a fee by Clicking Here.

Click Here for information on the Business Services Online Search logic.

Division of Business Services
312 Rosa L. Parks Avenue, Snodgrass Tower, 6th Floor
Nashville, TN 37243
615-741-2286
Email | Directions | Hours and Holidays

Contact Us | Site Map | Web Policies | Disclaimer | Department of State | Tennessee.dov
© 2013 Tennessee Department of State

https://tnbear.tn.gov/ecommerce/filingsearch.aspx Page 1 of 1



Page Two
December 16, 2013

c. Select Medical Corporation appears to have several lines of business such
as long-term acute care, medical rehab, physical therapy, and business
solutions. Please provide a general overview of these services and how many
of each type are located in each state in which they operate.

The company operates between one and two thousand service sites across
the United States--including 110 specialty hospitals, nearly 1,000 outpatient
rehabilitation clinics, and services to hundreds of skilled nursing facilities, senior
care centers, schools and pediatric centers, worksites, and private homes.

It is not practical to submit information on all of these nationally, by State.
Select’s licensed hospitals in Tennessee are listed in Attachment A-4 of the
submitted application, consistent with its last Tennessee CON application
(Memphis).

However, after this page Select is attaching several excerpts from the
parent company’s 2012 Annual Report and 10K report, which describe Select’s
several lines of services and provide a national map for major facility locations.

d. Please provide an ownership chart for the applicant that includes the
percentage of ownership.

That information was provided in narrative form on page 8 of the
submitted application. Attached following this page is an organization chart
showing the same information.

2. Section A, Applicant Profile, Item 6

The Agency will need a deed, a purchase agreement, lease agreement, option
to lease or other legal document which demonstrates the applicant has a
legitimate legal interest in the property on which to locate the project. A fully
executed (signed by both parties) Option to Purchase must at least include
the expected purchase price, a description of the property with address and
the anticipated date of closing. A fully executed Option to Lease must at
least include the expected term of the lease and the anticipated lease
payments.

This will be submitted under separate cover as soon as it is fully executed.



SELECT MEDICAL BUSINESSES

TOGETHER WITH ITS PARTNERS, SELECT MEDICAL OWNS AND/OR OPERATES MULTIPLE
BUSINESSES ACROSS THE UNITED STATES. SERVICE LINES INCLUDE:

LONG TERM ACUTE CARE HOSPITALS

Select Medical operates 110 specialty haspitals known as
long-term acute care hospitalsi Approximately two-thirds
of these facilities are hospitals-within-haspitals (H1Hs);
The remaining hospitals are freestandihg facilities:

Each of these hospitals offer a specialized environment

to care for many of the:most vulnerable and medically
complex patients, the chronicicritically ill.

Select Specialty Hospital
Regency Hospital

Let hope thrive”

Through its inpatient rehabilitation division, Select Medical
owns and/or operates 12 hospitals under five brands.

Kessler Institute For Rehabilitation
West Gables Rehabilitation Hospital
SELECT MEDICAL ALSO PARTNERS WITH OTHER
LEADING HEALTH CARE SYSTEMS TO OPERATE:

SSM Rehabilitation Hospital
Baylor Institute for Rehabilitation
Penn State Hershey Rehabilitation Hospital

Stronger Together

INPATIENT REHABILITATION FACILITIES

OUTPATIENT REHABILITATION CLINICS

Select Medical’s outpatient division operates nearly

1,000 clinics. These clinics offer a wide range of services,
including physical therapy and hand/occupational therapy,
sports rehabilitation, work injury prevention and manage-
ment. Select Medical empowers its therapists by providing an
industry-leading library of clinical education opportunities.

NovaCare Rehabilitation

Select Physical Therapy

First Choice Rehabilitation Specialists
Kessler Rehabilitation Center

KORT - Kentucky Orthopedic Rehab Team
Saco Bay Physical Therapy

SELECT MEDICAL ALSO PARTNERS WITH OTHER
LEADING HEALTH CARE SYSTEMS TO OPERATE:

SSM Physical Therapy
Baylor Institute for Rehabilitation,
Outpatient Services

The Power of Physical Therapy™

Throughits contract thetapy business; Select Medical
provides physicél_; p‘r.fé:upaﬁﬁrna_l,and spéé‘-c_:hﬂn_nguage i
therapy seivices to skilled nursing facilities, assisted living
atid senior care ceriters, schools, pediatric centers, acute
cara hospitals, worksites and private hommes. {3

Select Medical Rehabilitation Services
Metro Tharapy

SELFCT MEDICAL ALSD BARTNERS WITH OTHER
LEADING HEALTH CP.;R!E SYSTEMS TO OPERATE:
SSM Homeward Bound

Extraordinary Relationships
Extraordinary Outcomes

THERAPY




OUR NATIONAL FOOTPRINT

(AS OF DECEMBER 31,2012)
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* the effect of claims asserted against us could subject us to substantial uninsured liabilities; and

* other factors discussed from time to time in our filings with the Securities and Exchange
Commission (the “SEC”), including factors discussed under the heading “Risk Factors” of this
annual report on Form 10-K.

Except as required by applicable law, including the securities laws of the United States and the rules
and regulations of the SEC, we are under no obligation to publicly update or revise any forward-looking
statements, whether as a result of any new information, future events or otherwise. You should not place
undue reliance on our forward-looking statements. Although we believe that the expectations reflected in
forward-looking statements are reasonable, we cannot guarantee future results or performance.

Investors should also be aware that while we do, from time to time, communicate with securities
analysts, it is against our policy to disclose to security analysts any material non-public information or other
confidential commercial information. Accordingly, stockholders should not assume that we agree with any
statement or report issued by any security analyst irrespective of the content of the statement or report.
Thus, to the extent that reports issued by securities analysts contain any projections, forecasts or opinions,
such reports are not the responsibility of the Company.

Item 1. Business.

Overview

We believe that we are one of the largest operators of both specialty hospitals and outpatient
rehabilitation clinics in the United States based on number of facilities. As of December 31, 2012, we
operated 110 long term acute care hospitals, or “LTCHs” and 12 inpatient rehabilitation facilities, or
“IRFs” in 28 states, and 979 outpatient rehabilitation clinics in 32 states and the District of Columbia. We
also provide medical rehabilitation services on a contract basis at nursing homes, hospitals, assisted living
and senior care centers, schools and worksites. We began operations in 1997 under the leadership of our
current management team.

We manage our company through two business segments, our specialty hospital segment and our
outpatient rehabilitation segment. We had net operating revenues of $2,949.0 million for the year ended
December 31, 2012. Of this total, we earned approximately 75% of our net operating revenues from our
specialty hospital segment and approximately 25% from our outpatient rehabilitation segment. Our
specialty hospital segment consists of hospitals designed to serve the needs of long term stay acute care
patients and hospitals designed to serve patients who require intensive inpatient medical rehabilitation
care. Our outpatient rehabilitation segment consists of clinics and contract therapy locations that provide
physical, occupational and speech rehabilitation services. See the financial statements beginning on
page F-1 for financial information for each of our segments for the past three fiscal years.

Specialty Hospitals

We are a leading operator of specialty hospitals in the United States. As of December 31, 2012, we
operated 122 facilities throughout 28 states, including 110 LTCHs, all of which are currently certified by
the federal Medicare program as LTCHs, and 12 acute medical rehabilitation hospitals, all of which are
currently certified by the federal Medicare program as IRFs. For the years ended December 31, 2010,
December 31, 2011 and December 31, 2012, approximately 61%, 61% and 60%, respectively, of the net
operating revenues of our specialty hospital segment came from Medicare reimbursement. As of
December 31, 2012, we operated a total of 5,138 available licensed beds and employed approximately
19,900 people in our specialty hospital segment, consisting primarily of registered or licensed nurses,
respiratory therapists, physical therapists, occupational therapists and speech therapists.

Patients are typically admitted to our specialty hospitals from general acute care hospitals. These
patients have specialized needs, and serious and often complex medical conditions such as respiratory
failure, neuromuscular disorders, traumatic brain and spinal cord injuries, strokes, non-healing wounds,
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cardiac disorders, renal disorders and cancer. Given their complex medical needs, these patients generally
require a longer length of stay than patients in a general acute care hospital and benefit from being treated
in a specialty hospital that is designed to meet their unique medical needs. The average length of stay for
patients in our specialty hospitals was 27 days in our LTCHs and 15 days in our IRFs, for the year ended
December 31, 2012.

Below is a table that shows the distribution by medical condition (based on primary diagnosis) of
patients in our hospitals for the year ended December 31, 2012:

Distribution
Medical Condition of Patients
Respiratory disorders . . . ..o e e e 35%
Neuromuscular diSOrders . . ... .i ittt e e e e e 32%
Cardiac diSOTAETIS . « 4 v v v vt v v e ot et ot e e b e e e e e e e e 10%
Wound CATE . .. . .. riwn s sierimsiin bd 4 Fem@s o0 55 SR wE 55 06 vasan B vaoe 6%
Infectious diSEases w v v s ses o o0 wie wian o a0k ald Wi o ¥ VR 6T EA W e 6%
18 13 11> 11%
Total . . ..o ... i E AR T I SR I R e e O B GRS S SR 100%

We believe that we provide our services on a more cost-effective basis than a typical general acute care
hospital because we provide a much narrower range of services. We believe that our services are therefore
attractive to healthcare payors who are seeking to provide the most cost-effective level of care to their
enrollees. Additionally, we continually seek to increase our admissions by demonstrating our quality of
care and by doing so expanding and improving our relationships with the physicians and general acute care
hospitals in the markets where we operate. We maintain a strong focus on the provision of high-quality
medical care within our facilities and believe that this operational focus is in part reflected by the
accreditation of our specialty hospitals by The Joint Commission and the Commission on Accreditation of
Rehabilitation Facilities, or “CARE” As of December 31, 2012, The Joint Commission had fully accredited
all of the 122 specialty hospitals we operated. Additionally, some of our IRFs have also applied for and
received accreditation from CARE The Joint Commission and CARF are independent, not-for-profit
organizations that establish standards related to the operation and management of healthcare facilities.
Each of our accredited facilities must regularly demonstrate to a survey team conformance to the
applicable standards.

When a patient is referred to one of our hospitals by a physician, case manager, discharge planner,
health maintenance organization or insurance company, we perform a clinical assessment of the patient to
determine if the patient meets our criteria for admission. Based on the determinations reached in this
clinical assessment, an admission decision is made by the attending physician.

Upon admission, an interdisciplinary team reviews a new patient’s condition. The interdisciplinary
team is comprised of a number of clinicians and may include any or all of the following: an attending
physician; a specialty nurse; a physical, occupational or speech therapist; a respiratory therapist; a
dietician; a pharmacist; and a case manager. Upon completion of an initial evaluation by each member of
the treatment team, an individualized treatment plan is established and implemented. The case manager
coordinates all aspects of the patient’s hospital stay and serves as a liaison with the insurance carrier’s case
management staff when appropriate. The case manager communicates progress, resource utilization, and
treatment goals between the patient, the treatment team and the payor.

Each of our specialty hospitals has an interdisciplinary medical staff that is comprised of physicians
that have completed the privileging and credentialing process required by that specialty hospital, and have
been approved by the governing board of that specialty hospital. Physicians on the medical staff of our
specialty hospitals are generally not directly employed by our specialty hospitals but instead have staff



privileges at one or more hospitals. At each of our specialty hospitals, attending physicians conduct rounds
on their patients on a daily basis and consulting physicians provide consulting services based on the
medical needs of our patients, Our specialty hospitals also have on-call arrangements with physicians to
ensure that a physician is available to care for our patients at all times. We staff our specialty hospitals with
the number of physicians and other medical practitioners that we believe is appropriate to address the
varying needs of our patients. When determining the appropriate composition of the medical staff of a
specialty hospital, we consider (1) the size of the specialty hospital, (2) services provided by the specialty
hospital, (3) if applicable, the size and capabilities of the medical staff of the general acute care hospital
that hosts our hospital within hospital, or “HIH” and (4) if applicable, the proximity of an acute care
hospital to a free-standing hospital. The medical staff of each of our specialty hospitals meets the
applicable requirements set forth by Medicare, The Joint Commission and the state in which that specialty
hospital is located.

Each of our specialty hospitals has an onsite management team consisting of a chief executive officer,
a chief nursing officer and a director of business development. These teams manage local strategy and
day-to-day operations, including oversight of clinical care and treatment. They also assume primary
responsibility for developing relationships with the general acute care providers and clinicians in the local
areas we serve that refer patients to our specialty hospitals. We provide our hospitals with centralized
accounting, treasury, payroll, legal, operational support, human resources, compliance, management
information systems and billing and collection services. The centralization of these services improves
efficiency and permits hospital staff to focus their time on patient care.

We operate the majority of our LTCHs as HIHs. An LTCH that operates as an HIH leases space from
a general acute care hospital, or “host hospital,” and operates as a separately licensed hospital within the
host hospital, or on the same campus as the host hospital. In contrast, a free-standing LTCH does not
operate on a host hospital campus. We operated 110 LTCHs at December 31, 2012, of which 109 are
owned and one is managed. Of the 109 LTCHs we owned, 77 were operated as HIHs and 32 were operated
as free-standing hospitals.

For a description of government regulations and Medicare payments made to our LTCHs, IRFs and
outpatient rehabilitation services see “ — Government Regulations” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Regulatory Changes.”

Specialty Hospital Strategy

The key clements of our specialty hospital strategy are to:

Focus on Specialized Inpatient Services. We serve highly acute patients and patients with debilitating
injuries and rehabilitation needs that cannot be adequately cared for in a less medically intensive
environment, such as a skilled nursing facility. Generally, patients in our specialty hospitals require longer
stays and can benefit from more specialized clinical care than patients treated in general acute care
hospitals. Our patients’ average length of stay in our specialty hospitals was 24 days for the year ended
December 31, 2012.

Provide High-Quality Care and Service. 'We believe that our specialty hospitals serve a critical role in
comprehensive healthcare delivery. Through our specialized treatment programs and staffing models, we
treat patients with acute, complex and specialized medical needs who are typically referred to us by general
acute care hospitals. Our specialized treatment programs focus on specific patient needs and medical
conditions such as ventilator weaning programs, wound care protocols and rehabilitation programs for
brain trauma and spinal cord injuries. Our responsive staffing models ensure that patients have the
appropriate clinical resources over the course of their stay. We believe that we are recognized for providing
quality care and service, as evidenced by accreditation by The Joint Commission and CARF. We also
believe we develop brand loyalty in the local areas we serve by demonstrating our quality of care.



Our treatment programs benefit patients because they give our clinicians access to the best practices
and protocols that we have found to be most effective in treating various conditions such as respiratory
failure, non-healing wounds, brain and spinal cord injuries, strokes and neuromuscular disorders. In
addition, we combine or modify these programs to provide a treatment plan tailored to meet our patients’
unique needs.

The quality of the patient care we provide is continually monitored using several measures, including
patient satisfaction surveys, as well as clinical outcomes analyses. Quality measures are collected
continuously and reported monthly, quarterly and annually. In order to benchmark ourselves against other
healthcare organizations, we have contracted with outside vendors to collect our clinical and patient
satisfaction information and compare it to other healthcare organizations. The information collected is
reported back to each hospital, to our corporate office, and directly to The Joint Commission. As of
December 31, 2012, The Joint Commission had fully accredited all of the 122 specialty hospitals we
operated. Some of our IRFs have also received accreditation from CARE See “ — Government
Regulations — Licensure — Accreditation.”

Reduce Operating Costs. We continually seek to improve operating efficiency and reduce costs at our
hospitals by standardizing operations and centralizing key administrative functions. These initiatives
include:

* centralizing administrative functions such as accounting, treasury, payroll, legal, operational
support, human resources, compliance and billing and collection;

» standardizing management information systems to aid in accounting, billing, collections and data
capture and analysis; and

* centralizing sourcing and contracting to receive discounted prices for pharmaceuticals, medical
supplies and other commodities used in our operations.

Increase Commercial Volume. We have focused on continued expansion of our relationships with
commercial insurers to increase our volume of patients with commercial insurance in our specialty
hospitals. We believe that commercial payors seek to contract with our hospitals because we offer patients
high-quality, cost-effective care at more attractive rates than general acute care hospitals. We also offer
commercial enrollees customized treatment programs not typically offered in general acute care hospitals.

Develop Inpatient Facilities.  Since our inception in 1997 we have internally developed 64 specialty
hospitals. The Medicare, Medicaid, and SCHIP Extension Act of 2007, or the “SCHIP Extension Act,” and
the Patient Protection and Affordable Care Act, or the “PPACA,” prohibited the establishment and
classification of new LTCHs or satellites commencing December 29, 2007 through December 28, 2012. As
a result, we stopped all new LTCH development during this period. Now that the moratorium on new
LTCHs and satellites has expired, we will evaluate the addition of LT'CH beds at certain of our hospitals.
We will continue to evaluate opportunities to develop joint venture relationships with significant health
systems, and from time to time we may also develop new inpatient rehabilitation hospitals.

By leveraging the experience of our senior management and dedicated development team, we believe
that we are well positioned to capitalize on development opportunities. When we identify joint venture
opportunities, our development team conducts an extensive review of the area’s referral patterns and
commercial insurance to determine the general reimbursement trends and payor mix. Ultimately, we
determine the needs of a joint venture, which could include working capital, the construction of new space
or the leasing and renovation of existing space. During construction or renovation, the project is
transitioned to our start-up team, which is experienced in preparing a specialty hospital for opening. The
start-up team oversees construction or renovation, equipment purchases and any necessary licensure
procedures, While the facility is being prepared for opening, our corporate operations group is responsible
for the recruitment of a full-time management team, to which responsibility for the facility’s management
is transitioned once the facility is opened.



Pursue Opportunistic Acquisitions and Joint Ventures. In addition to our development initiatives, we
may grow our network of specialty hospitals through opportunistic acquisitions or joint ventures. When we
acquirc a hospital or a group of hospitals or enter into a joint venture, a team of our professionals is
responsible for formulating and executing an integration plan. We seek to improve financial performance
at such facilities by adding clinical programs that attract commercial payors, centralizing administrative
functions and implementing our standardized resource management programs.

Outpatient Rehabilitation

We believe that we are the largest operator of outpatient rehabilitation clinics in the United States
based on number of facilities, with 979 facilities throughout 32 states and the District of Columbia as of
December 31, 2012. Typically, each of our clinics is located in a medical complex or retail location. We also
provide medical rchabilitative services to residents and patients of nursing homes, hospitals, schools,
assisted living and senior care centers and worksites. As of December 31, 2012, we provided rehabilitative
services to approximately 504 contracted locations in 30 states and the District of Columbia. Our
outpatient rehabilitation segment employed approximately 9,100 people as of December 31, 2012,

In our clinics and through our contractual relationships, we provide physical, occupational and speech
rehabilitation programs and services. We also provide certain specialized programs such as functional
programs for work related injuries, hand therapy and athletic training services. The typical patient in one
of our clinics suffers from musculoskeletal impairments that restrict his or her ability to perform normal
activities of daily living. These impairments are often associated with accidents, sports injuries, work
related injuries or post-operative orthopedic and other medical conditions. Our rehabilitation programs
and services are designed to help these patients minimize physical and cognitive impairments and
maximize functional ability. We also provide services designed to prevent short term disabilities from
becoming chronic conditions. Our rehabilitation services are provided by our professionals including
licensed physical therapists, occupational therapists, speech-language pathologists and athletic trainers.

Outpatient rehabilitation patients are generally referred or directed to our clinics by a physician,
employer or health insurer who believes that a patient, employee or member can benefit from the level of
therapy we provide in an outpatient setting. We believe that our services are attractive to healthcare payors
who are seeking to provide a high-quality and cost-effective level of care to their enrollees.

In our outpatient rehabilitation segment, approximately 90% of our net operating revenues come
from commercial payors, including healthcare insurers, managed care organizations and workers’
compensation programs, contract management services and private pay sources. The balance of our
reimbursement is derived from Medicare and other government sponsored programs.

Outpatient Rehabilitation Strategy

The key elements of our outpatient rehabilitation strategy are to:

Provide High-Quality Care and Service. We are focused on providing a high level of service to our
patients throughout their entire course of treatment. To measure satisfaction with our service we have
developed surveys for both patients and physicians. Our clinics utilize the feedback from these surveys to
continuously refine and improve service levels. We believe that by focusing on quality care and offering a
high level of customer service we develop brand loyalty in the local areas we serve. This high quality of care
and service allows us to strengthen our relationships with referring physicians, employers and health
insurers and drive additional patient volume.

Increase Market Share. We strive to establish a leading presence within the local areas we serve, To
increase our presence, we seek to expand our services and programs and to open new clinics in our existing
markets. This allows us to realize economies of scale, heightened brand loyalty and workforce continuity.
We are focused on increasing our workers’ compensation and commercial/managed care payor mix.

Expand Rehabilitation Programs and Services. Through our local clinical directors of operations and
clinic managers within their service areas, we assess the healthcare needs of the areas we serve. Based on
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Despite our substantial level of indebtedness, we and our subsidiaries may be able to incur additional
indebtedness. This could further exacerbate the risks described above.

We and our subsidiaries may be able to incur additional indebtedness in the future. Although our
senior secured credit facilities contain restrictions on the incurrence of additional indebtedness, these
restrictions are subject to a number of qualifications and exceptions, and the indebtedness incurred in
compliance with these restrictions could be substantial. Also, these restrictions do not prevent us or our
subsidiaries from incurring obligations that do not constitute indebtedness. As of December 31, 2012, we
had $135.9 million of revolving loan availability under our senior secured credit facilities (after giving
effect to $34.1 million of outstanding letters of credit). In addition, to the extent new debt is added to our
and our subsidiaries’ current debt levels, the substantial leverage risks described above would increase.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

We currently lease most of our facilities, including clinics, offices, specialty hospitals and our
corporate headquarters. We own 25 of our specialty hospitals.

We lease all but two of our outpatient rehabilitation clinics and related offices, which, as of
December 31, 2012 included 866 leased outpatient rehabilitation clinics throughout the United States. We
also lease the majority of our LT'CH facilities except for the facilities described above. As of December 31,
2012, in our specialty hospitals we had 75 HIH leases and 16 free-standing building leases.

We lease our corporate headquarters from companies owned by a related party affiliated with us
through common ownership or management. Our corporate headquarters is approximately 132,000 square
feet and is located in Mechanicsburg, Pennsylvania. We lease several other administrative spaces related to
administrative and operational support functions. As of December 31, 2012, this was comprised of 11
locations throughout the United States with approximately 50,000 square feet in total.
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SELECT SPECIALTY HOSPITAL--NORTH KNOXVILLE, INC.
ORGANIZATION CHART OF OWNERSHIP

The applicant, Select Specialty Hospital--North Knoxville, Inc., is a Missouri corporation
authorized to do business in Tennessee. It is wholly owned by Intensiva Healthcare Corporation
(incorporated in Delaware), which is wholly owned by Select Medical Corporation (incorporated
in Delaware), which is wholly owned by Select Medical Holdings Corporation (a publicly traded

Delaware corporation).

Select Medical Holdings Corporation (Parent)
100%

Select Medical Corporation

100%

Intensiva Healthcare Corporation

100%

Select Specialty Hospital--North Knoxville, Inc. (CON applicant)
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3. Section A, Applicant Profile, Item 13
a. The applicant notes United Community Healthcare (UHC) Plan is not
contracted, but the applicant has pursued a contract. Please clarify what the
current barriers are in obtaining a TennCare contract with UHC.

Select does not have such barriers but UHC has had, when queried. For
example, most recently in August 2012 Select asked UHC to discuss a contract.
E-mail exchanges concluded in the following UHC response, sent to Select
August 29, 2012: “....they (UHC TennCare section) prefer to handle on a case by
case basis rather than contracting.” (D. Slawson, Senior Network Contractor,
UHC, Little Rock, AR).

When a TennCare MCO enrollee is cared for in a contracted general acute
care hospital, an MCQO’s reimbursement to that hospital has a contractual limit,
regardless of how long the patient needs care. But if that patient is discharged to a
contracted LTACH for a second acute care stay, the MCO must start paying for
care a second time. It is obviously financially advantageous for an MCO to have
the patient remain where they were initially hospitalized, letting the hospital bear
the burden of clinically necessary care after the HCO’s reimbursement obligation
is met. Lack of a financial incentive to incur a second reimbursement obligation
may be one factor in an MCO’s decision on whether to contract with an LTACH.

b. Please also clarify why there is not a contract with TennCare Select.

Select Specialty Hospital--North Knoxville reports that it almost never
receives requests for admissions of this small group of patients. In CY2013, it has
had only one physician request admission of a TennCare Select patient; one
admission was granted. TennCare Select is the backup plan for a small number
of enrollees Statewide, concentrating on children in State custody, children who
are in an institutional eligibility category, persons with intellectual disabilities,
and children with Social Security benefits. Select does not admit any patients
younger than 14,

c. Where are patients in the proposed service area who are enrolled in UHC
and TennCare Select referred to for LTAC services?

The applicant has no way of knowing this. It seems unlikely that they
would be referred to another part of the State for LTACH care, since the cost of
that to the MCO would be about the same (or more) than at Select Specialty in
Knoxville. They may remain in the general hospital where they were initially
admitted, even after reimbursement from the TennCare MCO’s is exhausted,
making that hospital responsible for the costs of extended care.
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4. Section B, Project Description, Item 1.
a. The applicant has requested consent calendar for this project. Please
address the reason consent calendar is being requested as it relates to each of
the following: 1) Need, 2) Economic Feasibility, and the 3) Orderly
development to health care.

Need--The relocation of the facility to a newer building is needed to increase
Select’s percentage of private patient rooms, to offer the public larger patient
rooms with appropriate temperature control, and to eliminate in appropriate
maintenance costs such as the water intrusion problems in its current location.
The LTACH option is needed by area hospitals to reduce their costs of continuing
care for fragile patients who require acute care for many weeks beyond the initial
DRG-specified hospital length of stay.

Economic Feasibility--The project will be funded by the applicant’s cash reserves.
The facility has operated historically with a positive cash flow and net operating
income, and is reasonably projected to continue to do so after its proposed
relocation.

Contribution to the Orderly Development of Health Care--The project will
improve the patient’s physical surroundings to match public expectations in a
tertiary care referral center such as Knoxville. It will provide more comfortable
and efficient patient surroundings. It will not increase the area’s or the facility’s
licensed bed complements, or change the service area of the facility.

b. What is the facility age of the current fourth floor LTAC leased space at
900 East Oak Hill Avenue, Knoxville?

The Select leased space covers portions of two wings. One was built 67
years ago (1946) and the other was built 57 years ago (1957). So the leased space
is on average more than 60 years old. Select is concerned that if renovation were
attempted to fix the problems with utility systems and envelope integrity (water
penetration issues), expensive problems such as asbestos insulation would be
encountered; and it would be impossible to conduct patient care in this small
nursing area while heavy renovation is taking place.
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c. Please compare the current lease expense at the existing location to the
lease expense at the new proposed location.

At the existing location, Select leases 13,110 RSF of 60-year old space for
$19.93 PRSF. The new lease will be for 25,107 RSF at $21.97 PRSF in CY2015.
(Note that the Year One/CY2015 rent in the Projected Data Chart ($564,651)
exceeds the product of the rent rate times the rentable square footage ($551,600).
That is because the rent line of the chart includes pass-through payments to cover
costs of utilities, taxes, common area maintenance, and other variable expenses
that will be paid in addition to the lease rate, at the new location.)

d. Is there a 25% threshold limit that applies to the number of patients
admitted from the proposed new location at North Knoxville Medical
Center? When responding please explain the 25% threshold limit.

Yes, there will be a 25% limit on the number of Medicare patients that can
be admitted from the proposed North Knoxville Medical Center location. The
25% rule does not apply to non-Medicare admissions.

For a “co-located”, on-campus LTACH (such as Select at North Knoxville
Medical Center), no more than 25% of its Medicare admissions may come from
any single provider location.

For “non co-located” free-standing LTACH facilities (not on a provider’s
campus), there is a variation of the rule. Those LTACH’s can also accept up to
25% from any hospital--but no more than 25% combined from two or more
hospitals sharing the same provider number.

e. Please complete the following table for the source of LTAC admissions of
Select Specialty Hospital-North Knoxville in 2012.

Admission Source Admissions % Total

Physicians Reg. Hospital

North Knoxville Medical
Ctr.

etc

The applicant’s 2012 admissions are shown by referral source in the
supplemental table following this page.
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f. Does the applicant expect the patient admission mix to change at the new
location? If so, how will it change?

The applicant does not anticipate that the referral sources or case mix will
change in any significant way due to the relocation.

5. Section B, Item ILA.
Please submit a square footage and costs per square footage chart.

The requested chart is attached following this page. It was prepared by
Taggart Architecture, the project’s architectural firm.

6. Section B, Item II.D.
What are the dimensions of the private rooms at the new proposed site?
What are the LTAC private room dimensions recommended by AIA?

Taggart Architecture says that, excluding their vestibules, the new
LTACH rooms will be 11 feet 9 inches long (headwall to footwall) and 12 feet 10
inches wide--approximately 151 SF of space. Taggart says that AIA Guidelines
do not specifically address LTACH rooms, but do require a typical medical-
surgical patient room to have at least 100 SF.

7. Section B, Project Description Item IIL.A.(Plot Plan)
a. The plot plan appears to be labeled incorrectly in the attachments. Please
revise tab.

The plot plan’s name (at the bottom of the page) has been changed to
“North Knoxville Medical Center” on the revised plot plan attached following this

page.

2

The originally submitted version was labeled “St. Mary’s” because the
plot plan was printed when the campus was developed by Mercy Health System.
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b. There appears to be limited parking areas in the rear of the building next
to the proposed LTAC, please clarify. Also, is there a covering for patient
access near the proposed LTAC site?

All patients coming to the LTACH for admission will first come by
ambulance transport (not private vehicles) to North Knoxville Medical Center’s
Emergency Department, which does have an entrance canopy. The patients will
then be moved through the hospital and through a connector to the Physician’s
Plaza MOB, where they will be admitted to the LTACH.

The site plan is only an older artist’s rendering of the campus. It does not
show precise numbers of parking spaces. Parking for the proposed LTACH will
be available in both covered parking (a garage attached by connectors to the
MOB) and in surface parking, and will meet licensure and local government’s
code requirements--as already attested to by the architect’s letter in the
Attachments.

8. Section B, Project Description Item II1.B.1
Table five of mileage and drive times are noted. However, please clarify why
the distance from Oak Ridge (Anderson County) to the proposed and current
site is different (19.4 miles vs. 26.4), but the traveling time is the same (31
minutes).

As footnoted on Table Five, Google Maps is the source for that
information. When preparing the application, the applicant noticed those identical
31 minute drive times, and at that time re-checked Google Maps--again getting
identical drive times. The applicant assumes that this reflects the availability of
higher-speed roadways between Oak Ridge and central Knoxville than between
Oak Ridge and Powell.

The applicant has found that Google Maps’ drive times and distances may
vary slightly if queried many days apart. So on December 11 Google Maps were
again queried about this, with the results shown below: very similar drive times
for very different driving distances.

To Proposed Site To Current Site
County City Miles  Minutes Miles Minutes
Anderson  Oak Ridge 19.8 31 26.8 33
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9. Section C, Economic Feasibility, Item 4. (Projected Data Chart)
a. What is included in Ancillary Patient Services line expense of $2,167,396
in Year 2015?

The ancillary patient services expense line includes all services provided
to patients through contracts with a third party. They include dietary meal trays,
laundry, housekeeping, cardiac therapy, labs, radiology, EKG/EEG, dialysis,
blood, Nuclear Medicine, CT, MRI, and surgical procedures.

b. Please clarify why the equipment rental expenses and corporate services
expenses are the exact amount in Year 2015 ($238,700) and 2016 ($241,175).

For CY2013, Select’s rental equipment is costing $28.31 per patient day.
Anticipating the purchase of some equipment as part of the move, Select projects
that in CY2015 and CY2016, equipment rental cost will be reduced to $25 PPD.
However, the CY2013 PPD cost for corporate services is $24.88 PPD; and Select
projects a slight cost increase to $25 PPD. These two changes offset one another
closely, resulting in the submitted projections.

c. Please clarify if the applicant will be paying for construction costs in
addition to lease expense.

Select expects to pay for construction costs, based on current drafts of the
lease being negotiated.

d. Please explain why net operating income is projected to fall from
$1,103,710 in Year 2013 at the current location, to $235,641 in Year One at
the proposed new location.

Projected net operating income decreases as a result of increased
depreciation. Select expects to see depreciation increase by $1,176,753 in Year
One at the new location. It projects that income will decrease by approximately
$868,000.



10.

11.

Page Nine
December 16, 2013

Section C, Economic Feasibility, Item 10.
Please provide the most recent audited financial statements for Select

Medical Corporation.

The audited consolidated balance sheet and income statement for the
ultimate parent company, Select Medical Holdings Corporation, are attached
following this page. The source is the company’s combined 2012 Annual Report /
10K filing.

This is a very large, publicly traded company. Its reports are
approximately two hundred pages long. Because the parent company is not the
CON applicant here, and is not providing the funding for the project, hopefully its
entire lengthy audited statements with notes are not needed for this review.
However, Select will be happy to submit notarized hard copy of any additional
sections of this lengthy document, that HSDA staff identifies as required for the
review. The entire parent company document can be inspected at the following
link.

http://www.selectmedical.com/uploadedFiles/Content/Investor_Relations/Annual
_Financial Information/2012-Annual-Report-10K-Combined.pdf

Section C, Orderly Development, Item 1.
Please list the service area hospitals the applicant has transfer agreements
and which ones they do not.

Select reports that it does not maintain current emergency transfer
agreements for patients it receives. Although all Select’s admissions arrive by
ambulance, they are coming from a prior hospital stay. They are always fully
stabilized long before discharge to Select, so they do not need emergency care.
Emergency transfer agreements have not been considered necessary, by either the
discharging or the receiving hospital. However, if any area hospital were to
request such an agreement, it would be done.

For Select patients needing a transfer to an emergency room, the
destination will always be the ED of the host hospital where Select is located. For
the current location at East Oak Hill Avenue, neither Tennova (the hospital’s
current owner) nor Mercy Health System (the hospital’s prior owner) has felt that
an emergency transfer agreement was needed for such internal transport.
However, Select will be happy to execute a transfer agreement with Tennova
North Knoxville Medical Center if requested by that facility.
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PART 1 FINANCIAL INFORMATION
ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Balance Sheets

(in thousands, except share and per share amounts)

Select Medical Holdings

Corporation Select Medical Corporation
December 31, December 31, December 31, December 31,
11 2012 2011 2012
ASSETS
Current Assets:
Cash and cash equivalents . . .. ................ $ 12,043 $ 40,144 $ 12,043 $ 40,144
Accounts receivable, net of allowance for doubtful
accounts of $47,469 and $41,854 in 2011 and 2012,
respectively . .. 413,743 359,929 413,743 359,929
Current deferred taxasset . ... ......... ... ... 18,305 17,877 18,305 17,877
Prepaid income taxes .. ........ ... ... ... 9,497 3,895 9,497 3,895
Other current assets . . . v v v v v v et e e 29,822 31,818 29,822 31,818
Total Current ASSEtS . . v v v v v v v vt et e 483,410 453,663 483,410 453,663
Property and equipment, net . . . ... ... . 510,028 501,552 510,028 501,552
Goodwill . .. .. e e 1,631,716 1,640,534 1,631,716 1,640,534
Other identifiable intangibles . .................. 72,123 71,745 72,123 71,745
Assetsheldforsale . . ... ... . .. . . 2,742 2,742 2,742 2,742
Other @SSELS . . v v vt v v et e e e e 72,128 91,125 70,719 90,077
Total ASSELS . . v v v v v e e e e $2,772,147 $2,761,361 $2,770,738 $2,760,313
LIABILITIES AND EQUITY
Current Liabilities:
Bank overdrafts . . . ... .. e $ 16,609 $ 17,836 $ 16,609 $ 17,836
Current portion of long-term debt and notes payable . . 10,848 11,646 10,848 11,646
Accountspayable . . . ... . L 95,618 89,547 95,618 89,547
Accrued payroll . . . ... . L 82,888 88,586 82,888 88,586
Accrued vacation . . ... ... .. e 51,250 55,714 51,250 55,714
Accrued Interest . . ... v v i i e 15,096 22,016 11,980 18,759
Accrued restructuring . . .. ..o oo 5,027 1,726 5,027 1,726
Accruedother . ... ... o e 101,076 100,314 106,316 105,554
Due to third party payors . ........... .. ...... 5,526 1,078 5,526 1,078
Total Current Liabilities . . . ... .... ... .. ... ... 383,938 388,463 386,062 390,446
Long-term debt, net of current portion .. ........... 1,385,950 1,458,597 1,218,650 1,291,297
Non-current deferred tax liability . . ............... 82,028 89,510 82,028 89,510
Other non-current liabilities . .. ................. 64,905 68,502 64,905 68,502
Total Liabilities . . . . . .. oo v it e e e e 1,916,821 2,005,072 1,751,645 1,839,755
Redeemable non-controlling interests . .. ........... 8,988 10,811 8,988 10,811
Stockholders’ Equity:
Common stock of Holdings, $0.001 par value,
700,000,000 shares authorized, 145,268,190 shares and
140,589,256 shares issued and outstanding in 2011
and 2012, respectively . .. . ...... ... . . ... ... 145 141 — -
Common stock of Select, $0.01par value, 100 shares
issued and outstanding . . . . . ... oo o — — 0 0
Capital inexcessof par . .. ................... 493,828 473,697 848,844 859,839
Retained earnings . .. ..... ... ... 325,706 243,210 134,602 21,478
Total Select Medical Holdings Corporation and Select
Medical Corporation Stockholders’ Equity . ........ 819,679 717,048 083,446 881,317
Non-controlling interests . .. ... ...y 26,659 28,430 26,659 28,430
Total Equity . . . o o oo e e 846,338 745,478 1,010,105 909,747
Total Liabilities and Equity . .. ................. $2,772,147 $2,761,361 $2,770,738 $2,760,313

The accompanying notes are an integral part of these consolidated financial statements.
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Select Medical Holdings Corporation

Consolidated Statements of Operations and Comprehensive Income
(in thousands, except per share amounts)

Net operating revVenUES . . . v v v v vve vt i iane e n e

Costs and expenses:
COoSt OF SEIVICES . v v v vt it it e e e e s e e e e e
General and administrative . . . ..o v v i v i
Bad debt €Xpense . .o v v v v i i e e e
Depreciation and amortization . ............co0vvives

Total costs and exXpenses. . . o .o v it i e

Income from operations . . . ... ... i e
Other income and expense:
Loss on early retirement of debt . . .............. ... ...
Equity in earnings (losses) of unconsolidated subsidiaries . . . .
Otherincome. . . ... .. i e
Interest iNCOME . ... .ottt i e
Interest eXPense ajv s ws iiais W G aiv W o7e WRI AT W S w0

Income before InCOME taxes . « v v v v v e v v v vm v veve onnan
Income tax €Xpense . . . ..ot v i ie i e e

Net INCOME . . . . . o6 i@ o6 Gl % sl o i B0 Woale wie 70 B %0508
Less: Net income attributable to non-controlling interests . .. ..

Net income attributable to Select Medical Holdings Corporation . .
Other comprehensive income:
Unrealized gain on interest rate swap, netof tax . .........

Comprehensive income attributable to Select Medical Holdings
Corporation . . ... ..o vt

Income per common share:
Basic .. ...
Diluted . ... ... e

For the Year Ended December 31,

2010 2011 2012
$2,390,290  $2,804,507  $2,948,969
1,982,179 2,308,570 2,443,550
62,121 62,354 66,194
41,147 51,347 39,055
68,706 71,517 63,311
2,154,153 2,493,788 2,612,110
236,137 310,719 336,859
—  (31,018) (6,064)
(440) 2,923 7,705
632 — —

- 322 =
(112,337)  (99216)  (94,950)
123,992 183,730 243,550
41,628 70,968 89,657
82,364 112,762 153,893
4,720 4,916 5,663
77,644 107,846 148,230
8,914 = —

$ 86558 $ 107,846 $ 148,230
$ 049 $ 071 § 105
$ 048 $ 071 $ 105

The accompanying notes are an integral part of these consolidated financial statements.

F-5



Select Medical Corporation

Consolidated Statements of Operations and Comprehensive Income

(in thousands)

Net operating reVenUES . . ... .. .vue it nennnnnnnn.s.

Costs and expenses:

Cost Of SETVICES . . . v v it i i e e s
General and administrative . . .. .. .. o oo
Baddebtexpense . . ..........uiiiiiiiriinrn .
Depreciation and amortization . ..........c.0eeiean...

Total costs and eXpenses. . . ... ..c.vvu i i s

Income from operations . . . ... ... ... e

Other income and expense:

Loss on early retirement of debt . .. ... ... ... 000
Equity in earnings (losses) of unconsolidated subsidiaries . . . .
Other InCOME . . . . . . .. .« s s s 55 Wemaws £ i 05 B ¥
Interest iNCOIME . . . . ..t i ittt et en e
Interest EXpemse . . .« v v vt i i e e i

Income before inCOME taXeS . . v v v v v v v v v e ee ee v e ae s
INCOmMeE taX EXPENSE . . v v v v i v v et

Net iNCOME . . .. .« .o v o . i wrins s 505 e58 a0 556 we sia sions oo &
Less: Net income attributable to non-controlling interests . . . .

Net income attributable to Select Medical Corporation ... ...

Other comprehensive income:

Unrealized gain on interest rate swap, netof tax . ........

Comprehensive income attributable to Select Medical

Corporation . . .. ..ot i e

For the Year Ended December 31,

2010

2011

2012

$2,390,290  $2,804,507  $2,948,969

1,982,179 2,308,570 2,443,550
62,121 62,354 66,194
41,147 51,347 39,055
68,706 71,517 63,311

2,154,153 2,493,788 2,612,110
236,137 310,719 336,859

—  (20,385) (6,064)
(440) 2,923 7,705
632 — =
— 322 —
(84,472)  (81,232)  (83,759)
151,857 212347 254,741
51,380 80,084 93,574
100,477 131,363 161,167
4,720 4916 5,663
95,757 126,447 155,504
8,014 o —
$ 104,671 $ 126,447 $ 155,504

The accompanying notes are an integral part of these consolidated financial statements.
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Page Ten
December 16, 2013

Thank you for your assistance. We hope this provides the information needed to
accept the application into the next review cycle. If more is needed please FAX or
telephone me so that we can respond in time to be deemed complete.

Respectfully,

Jokn Wellborn
Consultant
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December 20, 2013

Phillip M. Earhart, HSD Examiner

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application CN1312-047
Select Specialty Hospital--North Knoxville

Dear Mr. Earhart:

This letter responds to your second request for additional information on this
application. The items below are numbered to correspond to your questions. They are
provided in triplicate, with affidavit.

1. Section A, Applicant Profile, Item 6

The applicant’s response that documentation of legal interest in the site for
the relocated LTACH will be submitted under separate cover is noted.

The applicant expects to submit an executed document within a few days,
in time for acceptance into the January 1 review cycle.

2. Section B, Project Description, Item I.
a. The applicant stated that no more than 25% of an LTACH’s Medicare
admissions can come from any single provider location. The chart by
admission source submitted indicated that 36.91% of the 2012 Medicare

admissions to Select Specialty Hospital-North Knoxville were from
Physicians Regional Medical Center. Please explain.

On December 18, two days after the applicant submitted responses to your
first supplemental questions, the law changed to permit up to 50% to come from
any single hospital. But even prior to this new change, the old law allowed up to
50% to come from any single hospital through the end of CY2013. The 25%
ceiling would have imposed for CY2014 admissions, at the new location. That is
now all mooted by the amendment. The change has been passed by both
chambers and signed by the President.

Tel 615.665.2022
Fax 615.665.2042

4219 Hillsboro Road, Suite 203
Nashville, TN 37215 jwdsg@comcast.net
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b. The applicant has stated there will be no significant change in referral
sources or case mix. Wouldn’t the applicant expect an increased number of
referrals from North Knoxville Medical Center and a reduced number of
referrals from Physicians Regional Medical Center?

Select projects that the referral volumes from each of those hospitals will
remain constant for two reasons. First, the LTACH is a regional referral facility
and it currently receives all the patients that need this care, from both North
Knoxville and Physicians Regional Medical Centers. Second, most of Select
Specialty North Knoxville’s referrals from those two facilities are made by the
same large physician group, which rotates through both facilities.

. Section B, Item IL.A.

The applicant has stated the new lease will be for 25,107 rentable square feet;
however the Square Footage Chart lists a total of 23,624 square feet. Please
explain.

Those figures are correct.

The Square Footage Chart is an architectural analysis that deals with
usable square feet--the actual floor space being covered by the project (23,624
SF), which is the SF data on which costs are being estimated.

The lease, like most commercial leases, takes that usable SF figure and
“grosses it up”, or increases it, by a small percentage, to capture the tenant’s use
of common areas outside its actual leased premises: elevators, stairwells,
corridors, building entrances, parking, etc. Here that process resulted in 25,107 SF
for leasing calculation purposes. Table Two-A in the application provided both
figures.

The gross-up percentages can vary from 5% to 12% commonly; here it
appears that the MOB owner is using slightly more than a 6% gross-up factor to
arrive at the “rentable” square footage for lease purposes. That is not the
applicant’s calculation.
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. Section B, Project Description Item III.A.(Plot Plan)

The applicant has stated that all patients coming to the LTACH for
admission will first come by ambulance transport to North Knoxville
Medical Center’s Emergency Department. What is the admission process for
North Knoxville Medical Center patients being discharged to the LTACH?

The applicant was referring to patients coming from other hospital
campuses. Those coming from North Knoxville Medical Center will simply be
transported by gurney through that hospital’s corridors and elevators to the
LTACH floor in the adjoining MOB.

The applicant has also learned that patients coming to the LTACH from
other hospitals may not be taken off the ambulance at the ED canopied entrance.
The hospital and MOB where this LTACH is located has other entrances with
canopies, according to Select operations officers. It is likely that the ambulances
with LTACH transfers, none of whom are emergency transfers, will be asked to
discharge their patients at another canopied hospital or MOB entrance, especially
when the ED is busy with true emergency traffic.

. Section C, Economic Feasibility, Item 10.

Your response to this item is noted. If available, please provide the audited
financial statements for Select Specialty Hospital-North Knoxville.

Select does not have audited statements for individual hospitals unless
mandated by State laws; in the case of Tennessee this is not required and it is not
done. The submitted internal unaudited statements are all that is available.

Thank you for your assistance. We hope this provides the information needed to

accept the application into the next review cycle. If more is needed please FAX or
telephone me so that we can respond in time to be deemed complete.

Respectfully,

Jé) hn Wellborn
Consultant
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I, JOHN WELLBORN, after first being duly sworn, state under oath that 1 am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.
Sﬁure/’l’ itle

Sworn to and subscribed before me, a Notary Public, this the 0 day of 06’0 , 201 3 ,
witness my hand at office in the County of Ou/.Usoﬂ

, State of Tennessee.
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NOTARY PUBLIC
My commission expires (21 /4 ,
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TrAUGER & TUKE December 30, 2013
ATTORNEYS AT LAW

THE SOUTHERN TURF BUILDING 4:10 pm
222 FOURTH AVENUE NORTH
NASHVILLE, TENNESSEE 37219-2117
TELEPHONE (615) 256-8585
TELECOPIER (615) 256-7444

December 30, 2013

By Hand Delivery

Mark Farber, Deputy Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application CN1312-047
Select Specialty Hospital—North Knoxville

Dear Mr. Farber:

This letter responds to the Agency’s third request for additional information on
this application and is being submitted in triplicate with the appropriate affidavits. When
we spoke last week, you asked for documentation of the recent change in the Medicare
reimbursement rule for LTACH admissions for CY2014. (Referenced in John
Wellborn’s letter of December 20, 2013, in the applicant’s response to question 2.a.) In
response to your third request, I enclose with this letter an American Hospital Association
summary of the LTACH provisions in the Bipartisan Budget Act,' which was signed into
law on December 26, 2013. The summary states, on page two (under “25% Rule”), that
relief was granted from the 25% Rule for four years beginning October 1, 2013. For the
next four years, hospital-within-hospital LTACHs will be allowed to admit up to 50% of
their patients from a single provider location.

Finally, Select is still waiting on a final signature of the lease for the new site
proposed in the application. The executed document will be submitted to the Agency as
soon as it is received.

" The enclosed AHA summary of the Bipartisan Budget Act was obtained at http://www.aha.org/advocacy-
issues/postacute/Itach/index.shtml.
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TrRAUGER & TUKE

Tennessee Health Services and
Development Agency
December 30, 2013

Page 2

Thank you for your assistance.
Very truly yours,

Paul W. Ambrosius
Counsel to the Applicant

PWA/kmn
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LTCH Provisions in Bipartisan Budget Act
Signed into Law Dec. 26, 2013

LTCH Prospective Payment System (PPS) Payment for Selected Cases
Beginning Oct. 1, 2015, cases that were admitted to an LTCH immediately following discharge
from an inpatient PPS hospital would be paid an LTCH PPS rate if they meet either of the

following criteria:
o Priorinpatient PPS hospital stay included at least three days in an intensive care unit
(ICU) or coronary care unit (CCU); or
o Discharged patient assigned to an MS-LTC-DRG for cases receiving greater than 96 hours

of ventilator service in the LTCH.

Site-Neutral Payment for Selected Cases
o Effective Date. A site-neutral payment policy would take effect for cost reporting periods
beginning on or after Oct. 1, 2015.
o Cases Paid Site-Neutral Rate:
o Cases that do not meet the LTCH PPS criteria.

o Cases with a psychiatric or rehabilitation principal diagnosis.

o Site-Neutral Rate:
o LTCH cases paid the site-neutral rate would be paid the lesser of the following two

options:
1. The inpatient PPS-comparable per-diem rate (currently used to pay some
short-stay outlier cases) plus outlier payment, if applicable; or

2. 100% of estimated cost of the services.
o No cap will be applied to a payment for site-neutral cases.

e Phase-In of Site-Neutral Policy: For cost reports beginning Oct. 1, 2015 through Sept. 30,
2017, cases subject to the site-neutral rate would be paid a blended rate that is based half
on the site-neutral rate and half on the LTCH PPS rate.

¢ Regulatory Relief for Site-Neutral Cases: For discharges in cost reports beginning Oct. 1,
2015 or later, cases paid a site-neutral rate and Medicare Advantage cases would be
exempt from the LTCH average length of stay calculation. Existing inpatient PPS hospitals
that convert to an LTCH in the future would not receive this exemption.

e Facility Cap on Site-Neutral Cases: For cost reporting periods beginning Oct. 1, 2015 and
thereafter, the Centers for Medicare & Medicaid Services (CMS) would annually inform each
LTCH of its “LTCH discharge payment percentage.” For cost reporting periods beginning
Oct. 1, 2019 and thereafter, at least 50 percent of all of its discharges must be cases paid
under the LTCH PPS, or the LTCH will be paid the inpatient PPS rate for all discharges for
future cost reporting periods. LTCHs subject to this payment reduction may seek
reinstatement under a process to be established by the Department of Health and Human
Services (HHS) Secretary. (The parameters of this provision are being studied to assess how they

Dec 30 2013 Summary.
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would likely be interpreted and implemented by CMS and to consider further advocacy on this
item.)

e Study: By June 2019 the Medicare Payment Advisory Commission would be required to
report to Congress on the effect of site-neutral payment on LTCHs and hospice, the need to
continue applying the 25% Rule, and recommendations on how to change the site-neutral

policy.

25% Rule

e Four-Year Extension of 25% Rule Relief. 25% Rule relief would be granted for four-years for
cost reporting periods of Oct. 1, 2013 through Sept. 30, 2017.

e Hospital-within-Hospital (Hw) LTCHs. For this four-year period, HwH LTCHs would be held

to the more lenient threshold of 50% (with a 75% threshold for rural LTCHs and LTCHs in
MSA-dominant locations).

e Freestanding LTCHs. For this four-year period, freestanding LTCHs would be exempt from
the 25% Rule.

e Grandfathered LTCHs. The approximately 17 “grandfathered LTCHs” would be permanently

exempt from the 25% Rule.
e 25% Rule Study. By September 2016, CMS would be required to report to Congress on
whether there is further need for the 25% Rule.

Moratorium on New LTCH Beds & Facilities
A two-plus year moratorium on new LTCH beds and facilities, with no exceptions, would be
implemented from Jan. 1, 2015 through Sept. 30, 2017.

New LTCH Quality Measure
By October 2015, the HHS Secretary would be required to establish a quality measure on
functional status for change in mobility for patients requiring ventilator support.

Calvary LTCH

In its LTCH rulemaking for fiscal years 2015 or 2016, CMS would report on a study of payments
and regulations for the single cancer LTCH, Calvary Hospital in the Bronx, NY, including whether
this hospital should return to being paid under the former cost-based payment system known
as TEFRA.

Dec 30 2013 Summary.
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AFFIDAVIT

STATE OF TENNESSEE
COUNTY OF D AVTDS o

(onN Agplication CNITI2 -0HT
NAME OF FACILITY: Q;_,(@ ot g?%«q#j \'lcs?\.*‘ql- Qm\_“\ Kaoxvf((a,

I, Yau ( L) Amﬁ voS(us, after first being duly sworn, state under oath that | am the

applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Signature/Title

Sworn to and subscribed before me, a Notary Public, this the 30Mday of =ec. | 20‘_3,

witness my hand at office in the County of _DM Cﬂ&),rk, , State of Tennessee.
NOTARY PUBLIC J S 72

My commission expires m‘u_, = LIS P oo E

HF-0043 e ‘ "
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